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  COMMANDANT NOTICE 7010 
 
  SUBJ:  CH-26 to COMDTINST M7010.5; Non-Appropriated Fund 
         Activities Manual 
 
  1.  PURPOSE.  The purpose of this Notice is to provide changes to 
      the subject Manual.  The contents are intended for all units 
      with exchanges. 
 
  2.  BACKGROUND.  The calculation for Uniform Reimbursement has 
      been changed and was not previously included in this 
      COMDTINST.  This provides updated information, procedures, 
      and forms to be used in this regard. 
 
  3.  SUMMARY OF CHANGES.  Significant changes are marked by a 
      vertical line in the margin. 
 
  4.  ACTION. 
 
      a.  Make the following pen and ink changes to subject manual: 
          On page ii of the Table of Contents, change Enclosure 
          (24) to read Uniform Reimbursement. 
 
      b.  Remove and insert the following pages: 
 
              Remove                         Insert 
              Enclosure (24)                 Enclosure (24) CH-26 
 
 
                                       J. M. LOY 
                                       Chief, Office of Personnel 
                                         and Training 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Encl:  (1)  CH-26 to COMDTINST M7010.5 
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  NON-STANDARD DISTRIBUTION; 
 
  A:h:  ACUSHNET, only (2) 
 
  A:m:  BRAMBLE, SEDGE, SUNDEW, SWEETBRIER, only (1) 
 
  C;a:  Cape Cod, Brooklyn, Miami, Clearwater, Borinquen, Traverse 
        City, Barbers Point, San Diego, Astoria, only (5) 
 
  C;b:  North Bend, Port Angeles, Sitka, only (4) 
 
  C:d:  St. Louis, Fort Macon, Charleston, Mayport, Miami, san 
        Juan, Galveston, Mobile, honolulu, Ketchikan, only (4) 
 
  C;e:  Cleveland, Houston, Portland (OR), only (2) 
 
  C;I;  Rockland, Clearwater, St. Petersburg, Fort Myers, Toledo, 
        Juneau, only (2) 
 
  C;v:  Estartit, Lampedusa, only (2) 
 
  D;d:  Portland (ME), Southwest Harbor, Moriches, Sandy Hook, Long 
        Island Sound, Philadelphia, Cape Hatteras, Buffalo, 
        Detroit, Milwaukee, Grand Haven, Sault Ste. Marie, Humboldt 
        Bay, Astoria, only (2) 
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  CHAPTER 1.  GENERAL 
  
  A.  NAFA Definition. 
  
      1.  Non-Appropriated Fund Activities (NAFA) include:  retail 
          outlets (e.g., specialty stores); service activities 
          (e.g., cafeterias, clubs); and such other activities as 
          may be authorized. 
  
      2.  At the unit level, all such NAF Activities shall be 
          conducted as a single financial management 
          enterprise. 
  
  B.  Mission. 
  
      1.  The mission of Coast Guard Non-Appropriated Fund 
          Activities (NAFA) is to provide service to all Coast 
          Guard personnel and other authorized patrons.  Such 
          service is to be specifically provided through 
          establishing and maintaining attractive, well-managed 
          facilities as convenient, competitive sources of 
          articles and personal services to satisfy proven demand, 
          and to generate those reasonable profits necessary for 
          support of the Coast Guard Special Services program and 
          for perpetuation and growth of NAFA, both locally and 
          servicewide. 
  
  C.  Legal Status. 
  
      1.  Non-Appropriated Fund Activities are instrumentalities 
          of the United States.  U.S. Coast Guard NAFAs are 
          integral parts of the Coast Guard.  NAFA employees are 
          employees of the U.S. Coast Guard. 
  
      2.  U.S. Coast Guard NAFAs are subject to such regulations 
          as the Commandant, U.S. Coast Guard may prescribe. 
  
      3.  U.S. Coast Guard NAFAs shall not be operated for the 
          financial profit of an person, group, or combination of 
          persons, and no individual shall have any financial 
          interest or right, in any manner whatsoever, in any 
          property used, acquired or held in the operation of such 
          activities. 
  
      4.  The U.S. Coast Guard NAFA System is a Support Program of 
          the Coast Guard.  Program direction has been vested in 
          Commandant (G-P). 
  
  D.  Objectives. 
  
      1.  To optimize the amount of benefits that NAFA can legally 
          provide Coast Guard personnel and other authorized 
          patrons. 
  

2. To operate NAF Activities at all levels in the most efficient manner  
as integral parts of a well-defined and professionally managed  
program. 
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  D.  3.  To maintain a sound capital structure to ensure 
          continued development and improvement of NAFA resources. 
  
      4.  Subject to the broad objectives listed above, the 
          following are specific objectives of the NAFA program: 
  
          a.  Compatibility - NAFA requirements shall follow those 
              procedures/systems which currently exist to support 
              other Coast Guard programs except where there are 
              requirements peculiar to NAFA. 
  
          b.  Uniformity - NAFA service and performance standards 
              shall be uniform throughout the Coast Guard to the 
              extent feasible. 
  
          c.  Management - NAFA management/operation shall be 
              decentralized but based upon well-defined 
              servicewide policy and direction. 
  
          d.  Relationship between NAFA and Special Services - 
              NAFA and Special Services program requirements shall 
              be coordinated to ensure optimal resource 
              allocation. 
  
  E.  Manual for Non-Appropriated Fund Activities. 
  
      1.  A copy of this manual shall be kept readily available 
          for reference by NAFA personnel. 
  
      2.  Deviations from the requirements of these regulations 
          will be approved only by Commandant (G-P) where special 
          circumstances justify such deviations.  Requests for 
          deviation will be addressed to Commandant (G-PXM) via 
          the chain of command.  Authorization for deviation will 
          normally be granted for periods of one years 
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  CHAPTER 2.  PROGRAM POLICY/CRITERIA 
  
  A.  Command Relationships. 
  
      1.  Headquarters' Trust Fund Board of Control.  This body  
          provides continuous overview of the NAFA and Special Services  
          Programs.  The Trust Fund Board of Control shall serve  
          in the capacity of a board of directors to: 
  
          a.  Make broad policy determinations concerning NAFA; 
  
          b.  Define fundamental operating principles; 
  
          c.  Monitor and evaluate program performance; 
  
          d.  Integrate NAFA and Special Services requirements to optimize 
              servicewide benefits to Coast Guard personnel. 
  
      2.  Commandant (G-F).  Subject to the Commandant's general  
          direction through the Trust Fund Board of Control, authority  
          and supervision over Coast Guard NAF Activities is vested in  
          Commandant (G-F).  Specific program administration is vested  
          in Commandant (G-FNM). 
  
|     3.  NAFA Program Board of Advisors.  Commandant (G-F) may  
|         appoint a NAFA Program Board of Advisors in order to assist in  
|         the development of NAFA program standards and procedures.   
|         Composition of the board will be structured to provide a broad  
|         range of NAFA experience and geographical 
|         representation.  The board shall meet as circumstances  
|         require to review current objectives, recommend changes in the  
|         long term strategic objectives of the NAFA program, and  
|         perform other functions as directed by the support 
|         program manager. 
  
      4.  Cognizant Authority.  The Cognizant Authority is the  
          district commander for district units and commanding officers  
          for headquarters units.  The Cognizant Authority is responsible  
          for administration of the NAFA program at his unit or within  
          his geographical area.  He shall be guided by this 
          manual and other pertinent directives.  He shall promulgate  
          supplemental instructions regarding NAFA operations within  
          his cognizance when necessary. 
  
      5.  District Boards of Directors/Advisory Boards. 
  
          a.  Each district may appoint a NAFA advisory board.  This  
              board will review district-wide NAFA operations and  
              provide recommendations to the district commander  
              concerning approval of NAFA budgets, major NAFA 
              expenditures, operating policies, financing arrangements  
              for NAFA projects, and such other considerations  
              as appropriate. 
  

2-1 
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  2-A.5.  b.  The Board shall meet regularly as circumstances require.   
              Proceedings of the meetings shall be properly recorded, and  
              those minutes shall be maintained as permanent files in  
              the district office. 
  
      6.  Unit Commanding Officer.  Subject to the general  
          supervision of higher authority, the commanding officer shall  
          have primary jurisdiction over and responsibility for NAFA  
          operation at his unit.  He shall be guided by this 
          manual and other pertinent directives. 
  
          a.  The commanding officer shall ensure sound financial  
              operation and continued solvency of the unit NAFA. 
  
          b.  The commanding officer may prescribe such additional  
              rules consistent with those established by higher  
              authority as is considered necessary. 
  
|         c.  The commanding officer shall ensure that entertainment  
|             provided for the pleasure of patrons, their dependents,  
|             and guests, whether for special events, private parties, or  
|             for other purposes should always be wholesome and diverse  
|             so as to satisfy the various tastes of the 
|             membership.  Standards of discretion and good taste must  
|             be used in the selection of all entertainment.  Programs  
|             should be tailored to avoid offending the dignity of  
|             members, their dependents and guests, and not 
|             be embarrassing to the Coast Guard. 
  
          d.  The commanding officer being relieved shall  
              furnish to his relief copies of the latest NAFA financial  
              reports and the current NAFA operating budgets showing the  
              financial condition of the unit NAFA at the end of the  
              most recent accounting period and projected future 
              operating results.  The relieving officer may  
              request additional supporting information and current  
              audit reports when the financial 
              condition of the unit NAFA is not within  
              established standards. 
  
      7.  Unit NAFA Advisory Board. 
  
          a.  Each unit should establish a NAFA Advisory Board to  
              represent the various views of the patrons of NAFA,  
              including Satellite Exchange patrons. 
  
          b.  This board shall review and make recommendations on: 
               (1)  NAFA policy and its effects; 
               (2)  Capital Asset Development Plans; 
              (3)  NAFA services, policies and procedures, both existing  
                   and desired; 
              (4)  The extent to which the overall objectives of NAFA are  
                   being met; type, format, and frequency of  
                   entertainment. 
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  2-A.7.b     (5)  Any other related matter. 
  
      c.  The NAFA Advisory Board may establish subcommittees as  
          necessary to review the operation of specific activities. 
  
              (1)  All NAFA Advisory Groups should meet regularly,  
                   generally once a quarter.  Minutes of these meetings  
                   shall be recorded and copies distributed with a list  
                   of attendees to the commanding officer, the 
                   NAFA Officer, board members, the cognizant authority  
                   and other interested parties. 
  
              (2)  Members of Advisory Groups shall not receive  
                   financial remuneration from NAFA in cash, goods or  
                   services for any duties performed as 
                   members of the group. 
  
      8.  Unit NAFA Officer.  The Unit Officer shall be the  
          officer, enlisted person or civilian employee designated in  
          writing by the commanding officer. 
  
          a.  Under the general supervision of the commanding officer  
              the NAFA Officer shall be responsible for carrying out  
              applicable provisions of this manual, and for such  
              additional regulations as are prescribed by 
              higher authority. 
  
          b.  The NAFA Officer shall at all times be familiar with the  
              provisions of this manual and will make the manual  
              available to all NAFA employees requiring that they be  
              completely familiar with applicable provisions. 
  
          c.  The NAFA Officer shall be responsible to the commanding  
              officer for the solvent, proper and efficient operation of  
              all NAF Activities centers under his jurisdiction. 
  
          d.  The NAFA Officer shall be the custodian of records, funds,  
              stock and property of the NAF Activity, and shall be  
              responsible for their safekeeping and preservation  
              against loss. 
  
          e.  The NAFA Officer shall be responsible for the careful  
              ordering of merchandise and for the prompt settlement of  
              all indebtedness incurred by the NAFA Activity. 
  
          f.  The NAFA Officer or his written designee shall sign all  
              purchase orders and checks. 
  
          g.  The NAFA Officer, when authorized in writing by the  
              commanding officer, may delegate in writing such authority  
              as he considers necessary to officers, enlisted personnel,  
              or civilian employees. 
  

2-3 
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  2-A.8.g     (cont'd) Such delegation of authority will be limited to  
              that required for these subordinates to properly  
              discharge their assigned duties and properly 
              carry out the mission of NAFA.  This delegation may  
              include authority for: 
  
              (1)  Custody, care and protection of monies and property; 
  
              (2)  Proper documentation of receipt and issue of material 
                   and monies; 
  
              (3)  Custody and accurate maintenance of stock and  
                   financial control records; 
  
              (4)  Inventory control practices to ensure prescribed  
                   stock levels; 
  
              (5)  Taking inventories and submission of inventory reports; 
  
              (6)  Preparation of required reports and financial returns; 
  
              (7)  Signing purchase orders and checks. 
  
      h.  The NAFA Officer cannot assign to others any of the following 
          responsibilities: 
  
              (1)  Responsibility in regard to military and administrative 
                   responsibility to the command; 
  
              (2)  Responsibility for accurate accounting for NAFA  
                   property and monies unless specifically approved by  
                   the command in writing; 
  
              (3)  Responsibility for coordination, guidance and  
                   supervision of all NAF Activities under his control; 
  
              (4)  Responsibility for accomplishment of duties and  
                   functions of the NAF Activity; 
  
              (5)  Responsibility for supervision and direction of  
                   subordinates in their efforts to carry forward  
                   assigned tasks to a successful conclusion. 
  
          i.  Minimum controls that must be exercised by the NAFA  
              Officer to assure that responsibilities assigned to  
              subordinates are being met will include: 
  
              (1)  Written directives to subordinates, defining the  
                   responsibilities assigned to them; 
  
              (2)  Frequent inspections of NAFA spaces and operations  
                   for the purpose of ensuring the effective performance  
                   of tasks assigned and rendering such direction,  
                   guidance and instructions as may be necessary. 
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          j.  When possible, the relief of the NAFA Officer should be  
              timed to coincide with the close of a fiscal quarter.   
              Otherwise, the NAFA Officer shall provide his relief with  
              copies of the latest NAFA financial reports and the  
              current NAFA operating budgets, showing the 
              financial condition of the unit NAFA at the end of the  
              most recent accounting period and projected future  
              operating results. 
  
              (1)  The NAFA Officer and his relief shall jointly verify  
                   the various NAFA cash funds. 
  
              (2)  The bank balances or the various NAFA checking and  
                   savings accounts shall be ascertained.  The NAFA  
                   accounting record balances for these accounts shall  
                   be reconciled to the bank figures. 
  
              (3)  The relieving officer may require such additional  
                   lists as physical inventories and certification of  
                   receivables and payables when the financial condition  
                   of the unit NAFA is not within established standards. 
  
              (4)  The NAFA Officer retains his responsibility for the 
                   NAF Activity until actually relieved thereof. 
  
              (5)  In the temporary absence of the NAFA Officer, for a  
                   period of not  more than 30 days, an acting NAFA  
                   Officer may be designated.  The extent to which he  
                   shall assume and perform the duties of the NAFA 
                   Officer shall be specified by the commanding officer. 
  
              (6)  Whenever practicable an "on-site" relief of the NAFA  
                   Officer will be accomplished. 
  
              (7)  When the NAFA Officer is relieved, he shall invoice  
                   to his successor, and his successor shall receipt to  
                   him for all funds, property, accounts, and records  
                   turned over.  Any discrepancies 
                   shall be set forth in the letter of relief. 
  
              (8)  The original of such letter of relief shall be filed  
                   with the NAFA official records, with a copy to the  
                   District (fbr) or to Commandant (G-FNM) for  
                   Headquarters Units.  A copy shall be 
                   furnished to each of the relieved and relieving  
                   officers. 
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  2-A.9.  Local NAFA Organization. 
  
          a.  Unit NAF Activities shall be conducted as a single,  
              intergrated management entity under the unit NAFA  
              Officer.  The number of activities and subordinates and  
              the authority delegated may vary at each unit due to  
              natural differences in the type of unit, the size of 
              the authorized clientele, and other local factors. 
  
          b.  Every unit shall consolidate NAFA administrative services  
              such as cash management, purchasing, payrolling,  
              accounting, personnel administration, internal audits and  
              general management to the maximum possible extent. 
  
          c.  The activity manager is responsible to the NAFA Officer  
              for the day-to-day operation of his activity.  Managers  
              may be assigned Coast Guard personnel or NAFA-paid  
              civilians.  They should have and apply the 
              necessary business qualifications and personal  
              characteristics required for the job. 
  
              (1)  Activity managers and their employees shall at all  
                   times be familiar with the applicable provisions of  
                   this manual. 
  
              (2)  Activity managers shall be responsible for the  
                   records, funds, stocks and property of their assigned  
                   activity. 
  
              (3)  The transfer of custody of merchandise, cash, or  
                   property shall be effected upon relief of the  
                   activity manager, and shall be subject 
                   to audit under the direction of the NAFA Officer. 
  
          d.  All unit NAFA personnel, whether assigned Coast Guard  
              personnel or NAFA-paid civilians, shall be assigned their  
              duties in writing via an approved position description. 
  
  B.  Authorized Activities. 
  
      1.  Identification.  Procedures for identifying authorized  
          activities are described in Enclosure (4).  All authorized  
          activities must be properly identified and segregated for  
          reporting purposes. 
  
      2.  Establishment.  The establishment of NAF Activities must be  
          authorized in writing.  Procedures for establishing NAF  
          Activities are detailed in Enclosure (5) to this manual. 
  
      3.  Disestablishment.  The disestablishment of NAF Activities  
          must be authorized in writing.  Procedures for disestablishing  
          NAF Activities are detailed in Enclosure (6) to this manual. 
  
      4.  Limitations on Activities. 
  
          a.  The establishment or operation of an independent civilian or  
              military dependent enterprise providing any services or  
              consisting of activities which a NAFA is authorized to  
              operate is prohibited, except as specified in this manual or  
              as authorized by Commandant (G-FNM). 
                                     2-6 
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  2-B.4.  b.  The operation of gambling devices, such as punchboards, slot 
              machines or similar devices by or in any NAFA is prohibited. 
  
          c.  State-tax-free products will not be sold through any vending 
              machine to which uncontrolled access by the general public 
              is possible. 
  
          d.  Courtesy cards entitling military or civilian personnel to 
              purchase merchandise from commercial enterprises will not be 
              issued by or in the name of NAFA. 
  
          e.  The use of NAFA premises, facilities or personnel by firms 
              or their representatives for any type of advertising, 
              promotional or solicitation purposes is prohibited unless 
              under NAFA contract.  This does not preclude free product 
              demonstrations, merchandising assistance, or training of 
              sales personnel.  Equipment which combines display and 
              utility, such as vendor-supplied racks or counters, is 
              authorized.  Participation in commercial contests involving 
              free prizes or premiums for authorized patrons is 
              authorized. 
  
  C.  Authorized Patrons and Identification. 
  
      1.  Categories of Authorized Patrons.  These are listed in  
          enclosure (2) to this manual. 
  
|     2.  Identification/Controls.  Procedures for proper identification 
|         and control of CGES patrons are specified in enclosure (2) to  
|         this manual. 
  
  D.  Annual Audits. 
      An annual audit is required for all NAFA units.  The commanding 
      officer may appoint a local audit board, request that auditors be 
      provided by the cognizant district commander, or contract with a CPA 
      firm for the services required. 
  
  E.  Operational and Administrative Procedures. 
  
      The procedural guidance promulgated in enclosures to this manual 
      provide a uniform servicewide approach to the varied operational and 
      administrative tasks of NAFA.  Each enclosure indicates whether the 
      procedure is prescribed (mandatory) or provided as a recommended 
      guide for the command. 
  
  F.  Internal Control. 
  
      The Internal Control Review process outlined in the Comptroller 
      Manual (COMDTINST M4400.13), Volume III, Supply/Property and 
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  2-F (cont'd) Transportation, Part 1, chapter 1 is to be accomplished as 
      directed by cognizant authority.  These reviews are to improve the 
      effectiveness and efficiency of the Comptroller's program in 
      compliance with the Office of Management and Budget (OMB) Circular 
      A-123 and the Federal Managers' Financial Integrity Act of 1982. 
      Review and audit procedures contained in enclosures (14) and (40) of 
      this manual remain in effect for local use. 
  
  G.  DRINKING AGE. 
  
      1.  On military installations in the United States the minimum age 
          for purchasing, consuming or possessing alcoholic beverages 
          (including beer, low alcohol beer, or any other low alcohol 
          beverage) shall be consistent with the law of the state in which 
          the installation is located except as noted below: 
  
          a.  Remote Location Exception.  At remote locations where 
              privately owned motorized vehicles are unavailable for use 
              by service members, alcoholic beverages may be authorized by 
              the Commandant for all military personnel regardless of age. 
  
          b.  Health and Safety Endangered.  The Commandant may  
              authorize exception where an installation is within 50 miles  
              or one hour driving time of a neighboring state or foreign  
              nation with a lower drinking age than the state in which the 
              installation is located, and it is determined that there is 
              a substantial risk of increased incidence of intoxicated 
              driving by service members driving to or from the 
              jurisdiction with the lower drinking age.  The determining 
              factor in granting or denying this exception will be the 
              motor vehicle safety of the community. 
  
          c.  Foster Morale, Esprit and Unit Cohesion.  Exceptions to 
              foster camaraderie and friendship in a military environment 
              that will appeal to the entire spectrum of the military 
              community may be permitted under controlled conditions. 
              These may be authorized in those infrequent, nonroutine 
              occasions when an entire unit, as a group, marks at a 
              military installation a uniquely military occasion such as 
              the establishment of a military service, organization, or 
              vessel. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
 

  31 MAY 1983 
                               RETAILING GLOSSARY 
 
        Term                                 Definition 
                                      (A)         
 
  ACTIVITY                     A separate and distinct profit center. 
 
  ACCESSORY ITEMS              Merchandise that "goes with" or is 
                               coordinated with larger or main items, i.e., 
                               dresses, suits, furniture, etc. 
 
  ANTICIPATION                 An extra discount commonly allowed by 
                               vendors when a bill is paid before the 
                               expiration of the cash discount period. 
                               Anticipation is usually figured at 6% a 
                               year.  However, some vendors specifically 
                               state on their invoices that no anticipation 
                               is allowed and, in such cases, there is no 
                               advantage to prepaying the bill. 
 
  ASSORTMENT PLAN              Complete range of merchandise in a category 
                               planned to various depths of inventory to 
                               meet customer demand. 
                                      (B) 
 
  BEST BUY (B.B.)              An item carried in a price line that is the 
                               best buy for the customer interested in 
                               intrinsic quality. 
 
  BACKUP STOCK                 Additional merchandise available in 
                               warehouse or in forward (in-store) stock 
                               room.  Important for best-selling staples. 
 
  BALANCE AND MIX              A complete assortment of merchandise, i.e., 
                               watches, alarm clocks, jewelry, sunglasses 
                               or other merchandise to satisfy wants and 
                               needs of customer majority. 
 
  BALANCED STOCK               An assortment of merchandise encompassing 
                               all price zones or price ranges in 
                               proportion to customer demand. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983   
 
        Term                                 Definition 
 
  BREAK-EVEN RETAIL            A retail price providing enough of a markup 
                               to cover the direct expenses of stocking and 
                               selling the item.  It is the price at which 
                               the item is expected to contribute neither 
                               to profit nor to loss; that is, it provides 
                               no controllable margin to help pay for the 
                               joint expenses of either the department or 
                               the store. 
 
  BRANCH                       A NAFA profit center operated and managed by 
                               a parent command at a remote location. 
 
                                      (C) 
 
  CASH ON DELIVERY (C.O.D.)    The buyer must pay when the goods are 
                               delivered. 
 
  CLASSIFICATION               A subdivision of a selling department for 
                               which separate merchandising records are 
                               kept but to which expenses are not charged 
                               and for which net operating profit is not 
                               determined. 
 
  COMMITMENTS                  The amount of merchandise for which a store 
                               has contracted to be delivered during a 
                               specified period.  If the period is far in 
                               the future, the commitments include only 
                               outstanding orders.  If the period has 
                               partly elapsed, the commitments include 
                               current outstanding orders plus purchases 
                               already received during the elapsed portion. 
 
  CONCESSION                   The privilege of operating a subsidiary 
                               business on-board a Coast Guard  
                               installation. 
 
  CONTROL, DOLLAR              The analysis and planning of sales and 
                               stocks in dollar value. 
 
  CONTROL, UNIT                The analysis and planning of sales and 
                               stocks in pieces of merchandise. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 

 
        Term                                 Definition 
 
  COST                         The price at which goods are purchased in 
                               the wholesale market.  Technically, this 
                               includes the billed cost and the 
                               transportation cost.  The billed cost is the 
                               amount asked or charged by the seller 
                               without the deduction of cash discounts. 
                               Transportation cost is the amount charged 
                               the store for delivery.  This charge may be 
                               made either by the seller or by a 
                               transportation company for delivery.  When 
                               the seller absorbs any cost of 
                               transportation in the billed price, and 
                               delivers the goods without separate charge 
                               to the buyer, no separate transportation 
                               cost is recognized. 
 
  COST AND FREIGHT (C&F)       Shipping term indicating that seller will 
                               pay only freight charges, not insurance. 
 
  CUSTOMERS, ALLOWANCES TO     Price reductions resulting in refunds to 
                               customers after the original sales. 
 
  CUSTOMERS, RETURNS FROM      Cancellation of sales.  The returns for a 
                               period measured by the retail value of goods 
                               returned by customers to the store and to 
                               stock.  Even exchanges, in which a customer 
                               returns one article for another of the same 
                               value, are usually not included in gross 
                               sales or returns. 
 
  CUSTOMER RETURN AND          The sum of returns from customers and 
  ALLOWANCE PERCENTAGE         allowances to customers expressed as a 
                               percentage of the gross sales for the  
                               period. 
 
                                      (D) 
 
  DELIVERY PERIOD              The expected period of time between ordering 
                               the merchandise and receipt into stock.  In 
                               planning, it is prudent to set the delivery 
                               period longer than the normal delivery time 
                               to allow for delays. 
  
 DEMURRAGE                    Retention of freight vehicle or vessel 
                               beyond time allowed for loading and 
                               unloading and subsequent retention charge. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983   
 
        Term                                 Definition 
 
  DEPARTMENTAL ANALYSIS        Analyzing a department to determine if it is 
                               producing its share of sales volume and 
                               whether gross margin realized is adequate to 
                               cover expenses and contribute to store 
                               profits. 
 
  DEPARTMENTAL OPERATION       When unsatisfactory conditions are found 
  ANALYSIS                     detailed studies are made, including 
                               mark-on, cash discount, styling, price 
                               lining, customer traffic selling services, 
                               visual merchandising, layout, display, 
                               customer returns and allowances. 
 
  DISCOUNT, CASH               A discount allowed by a vendor for paying 
                               the invoice within an agreed time.  Example: 
                               2/10 means 2% is allowed if the bill is paid 
                               within 10 days of the bill date. 
 
  DISCOUNT, QUANTITY           A discount allowed when a given quantity is 
                               purchased.  It is an inducement to buy a 
                               larger-than-average amount and may be 
                               deducted, regardless of when the bill is 
                               paid. 
 
  DOLLAR SALES                 Departmental results derived by dividing 
  PER SQUARE FOOT              each department net sales by the average 
                               number of square feet the department 
                               occupies.  Increasing sales per square foot 
                               is an important objective. 
 
  DROP SHIP                    Merchandise shipped directly to a branch 
                               store or other NAFA when orders are 
                               consolidated.  Saves time and expense of 
                               transferring from warehouse to branch store. 
                                      (E) 
 
  EQUATING VELOCITY            Determining the increase in sales necessary 
                               at a lower price to provide the same 
                               aggregate dollar margin obtained at the 
                               higher price; also the decrease in sales at 
                               a higher price that will provide the 
                               aggregate dollar margin obtained at a lower 
                               price.  The margin may be calculated at the 
                               initial markup level, the maintained markup 
                               level, the gross margin level or the 
                               controllable margin level. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 

 
        Term                                 Definition 
 
  EXPENDITURES                 The outlays made during an accounting 
                               period.  Some are for expense, some for 
                               merchandise and some for the purchase of 
                               other assets. 
 
  EXPENSES                     The cost of operating a business, other than 
                               the costs of merchandise, that are properly 
                               chargeable to an accounting period. 
 
  EXPENSES, ALLOCATED          Expenses, other than direct, for which good 
                               and appropriate bases of expense  
                               distribution exist so that the expense  
                               assignment represents a reasonable estimate  
                               of the true expense incurred by each  
                               activity. 
 
  EXPENSE CLASSIFICATION       The grouping of expense accounts according 
                               to a standard plan. 
 
  EXPENSE CONTROL,             A system of authorizing expenditures for 
 
  REQUISITION SYSTEM OF        expense items only after an outlay has been 
                               requested in writing and checked against the 
                               budgeted figure for that type of outlay. 
  
 EXPENSES, DIRECT             Expenses incurred separately for the benefit 
                               of an activity.  They can be assigned to 
                               activities directly without the intervention 
                               of any element of judgement.  Direct  
                               expenses common to most stores are selling  
                               payroll, salaries of managers and  
                               supervisors, supplies and delivery charges. 
 
  EXPENSES, FIXED              Operating expenses in dollars not affected 
                               by increases or decreases in sales volume. 
 
  EXPENSE, INDIRECT            Expenses incurred for the benefit of the 
                               NAFA as a whole or for a group of  
                               activities. 
 
  EXPENSES, OPERATING          Amounts disbursed or incurred in order to 
                               operate the business as distinct from 
                               outlays to finance the business.  They 
                               include:  (1) cash outlays for services 
                               provided the business during an accounting 
                               period, such as payroll, advertising, 
                               utilities and rent, and (2) inputed expenses 
                               or charges made against the business for 
                               services received during the period but paid 
                               for either in an earlier or later period. 
                               This figure is also called expenses. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 
 
        Term                                 Definition 
 
  EXPENSES, PRORATED           Joint expenses that cannot be charged 
                               directly to activities nor allocated to them 
                               on a basis that measures the service each 
                               has received.  They are assigned to 
                               activities pro rata to dollar sales volume. 
                               Note:  Some NAFAs neither allocate nor 
                               prorate expenses to activities, charging 
                               them only for direct expense and obtaining 
                               for each a controllable margin or activity 
                               contribution, as it is often called. 
 
                                      (F) 
 
  "FAIR TRADE" LAWS            State laws and the supporting federal 
                               Miller-Tydings Act and amendments, giving 
                               sellers the right to fix minimum resale 
                               prices for their products. 
 
  FREE ON BOARD (F.O.B.)       Indicates the point at which legal title to 
  POINT                        the goods passes from seller to buyer.  In 
                               addition, it usually indicates the point to 
                               which the vendor has agreed to pay 
                               transportation charges.  For example, F.O.B. 
                               Factory means that title passes when the 
                               goods leave the factory and the store must 
                               pay transportation charges from the factory 
                               to the store.  F.O.B.  Store, on the other 
                               hand, means that title passes when the goods 
                               arrive and that the shipper will pay 
                               transportation charges to the store. 
 
                                      (G) 
 
  GROSS PROFIT                 The difference between the sales and the 
                               total cost of merchandise sold.  This figure 
 
                               is sometimes called gross margin. 
  GROSS PROFIT                 The difference between the net sales and the 
  PERCENTAGE                   total merchandise costs divided by the net 
                               sales. 
  
                                     (I) 
 
  INCOME, OTHER                Income from sources other than the sale of 
                               merchandise.  Such sources include, interest 
                               and dividends received, and profits from the 
                               securities redemption. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 

 
        Term                                 Definition 
 
  INVENTORY                    The goods on hand at a specified accounting 
                               date.  The term may apply either to the 
                               physical goods or the value applied at the 
                               time of accounting. 
 
  INVENTORY, BOOK              The amount of inventory, in dollars and 
                               cents, as determined from records rather 
                               than from actual count.  Basically, the 
                               formula used is opening inventory plus 
                               purchases minus sales equals closing book 
                               inventory.  Includes adjustments for 
                               transfers and markdowns as well. 
 
  INVENTORY, COST METHOD OF    The calculation of the value of inventory by 
                               first determining the original cost price of 
                               each item or group of items.  Cost codes on 
                               price tickets are commonly used for this 
                               purpose but serial or reference numbers 
                               attached to the goods may allow the 
                               determination of cost from other records. 
 
  INVENTORY, ESTIMATED         Book inventory minus an estimate of the 
  PHYSICAL                     shortages that occurred during the period 
                               involved.  If the estimate is correct, 
                               estimated physical inventory and actual 
                               physical inventory will provide the same 
                               figures. 
 
  INVENTORY FLOOR PLAN         A diagram of the layout of the merchandise 
                               fixtures in a store or department with each 
                               fixture and subdivision (drawer, shelf or 
                               bin) assigned a distinguishing number. 
                               Inventory sheets or tags are assigned to 
                               each fixture and a central record is 
                               maintained so that, if an inventory sheet or 
                               tag is missing, merchandise not yet included 
                               in the count can readily be determined. 
 
  INVENTORY VALUATION          A determination of the proper inventory 
                               value for profit-figuring purposes.  The 
                               usual rule is "cost or market, whichever is 
                               lower." 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 
 
        Term                                 Definition 
 
  INVENTORY VALUATION,         Valuing an inventory at the cost price of 
  COST OR MARKET METHOD OF     the items involved or at their current 
                               market value, whichever is lower.  It is a 
                               threefold process, involving (1) taking 
                               physical inventory at billed cost 
                               prices--determined from cost codes on price 
                               tickets or by reference to other cost 
                               records; (2) depreciation on items that are 
                               not now worth what was paid for them; and 
                               (3) determining the approximate amount of 
                               transportation charges the store has 
                               incurred in transporting the inventory to 
                               the store--this is considered to be a part 
                               of the value of the inventory. 
 
  INVENTORY PHYSICAL           The quantity or the value of merchandise on 
                               hand at a given time, as determined by an 
                               actual count. 
 
  INVENTORY, RETAIL METHOD OF  A method of determining the cost or market 
                               value of an inventory by listing and 
                               totaling the goods on hand at current retail 
                               prices and translating this retail value to 
                               "cost." 
 
  INVOICE CUT-OFF              Setting a specific time after which invoices 
                               received will not be included in the 
                               calculation of the inventory on hand.  After 
                               this time, do not include the merchandise 
                               corresponding to these invoices in the 
                               physical inventory count. 
 
                                      (L) 
 
  LEADER                       A selected item deliberately priced under 
                               maximum profit in order to attract  
                               customers. 
 
  LEVERAGE                     The influence of changes in sales volume on 
                               profits caused by fixed expenses.  A 
                               relatively small increase in sales normally 
                               causes a relatively large increase in 
                               profits since many expenses are fixed. 
                               Conversely, a small sales decrease normally 
                               causes a large decrease in profits. 
 
  LOSS-LEADER                  A selected item deliberately sold under cost 
                               in order to attract customers. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 

  
       Term                                 Definition 
 
                                      (M) 
 
  MAN HOURS                    The total productive hours worked by all 
                               employees in a work center during a 
                               specified period.  It includes the scheduled 
                               hours worked by supervisors. 
 
  MARGIN, CONTROLLABLE         The difference between the gross margin and 
                               the direct departmental expenses over which 
                               the department manager has some control.  It 
                               is calculated first for each department and 
                               totaled for the store.  See Direct 
                               Expenses.  Also called controllable profit, 
                               semi-net profit and department contribution. 
 
  MARKDOWN                     A retail price reduction caused by a 
                               reduction in the value of the goods.  Thus, 
                               if 100 articles retailing at $1.00 each 
                               became slow-selling and are reduced to 89c 
                               the markdown is $11.00 for the lot. 
                               Markdowns are added to sales to obtain total 
                               retail merchandise handled or the initial 
                               markup percent. 
 
  MARKDOWN CANCELLATION        An increase in price caused by marking  
                               goods back to (or toward) the original  
                               retail price.  For example:  If 100  
                               articles originally retailing for $1.00 are  
                               marked down to 80c, and if subsequently 30  
                               are marked back to $1.00, the gross markdown  
                               is $11.00, the cancellation $3.30, and the  
                               net markdown $7.70. 
 
  MARKDOWN GOODS PERCENTAGE    The dollar sales of goods marked down 
                               divided by total sales.  Assuming carryovers 
                               of markdown goods in opening and closing 
                               inventories are the same, find the markdown 
                               goods percentage by subtracting the dollar 
                               markdowns from the original retail prices of 
                               markdown goods and dividing by the total 
                               dollar sales. 
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  Encl.  (1) to COMDTINST M7010.5  CH-15 
  31 MAY 1983 
 
        Term                                 Definition 
 
  MARKDOWN OFF PERCENTAGE      The dollar markdowns divided by the original 
                               retail price of the goods marked down.  This 
                               relationship is the one that the public 
                               regards as the markdown percentage.  If all 
                               the merchandise handled is sold, the 
                               original retail price is the same as the 
                               sales plus the markdowns.  Where opening and 
                               closing inventories are involved, the 
                               original price of the goods (if interpreted 
                               as the original price for the accounting 
                               period) approximates the sales plus the 
                               markdowns for the period.  This is based on 
                               the assumption that markdowns reflected in 
                               the opening inventory are probably balanced 
                               by markdowns in the closing inventory. 
 
  MARKDOWN TIMING              Selecting the time to take markdowns 
                               relative to the length of the selling season 
                               still remaining. 
 
  MARKUP                       The difference between the cost and the 
                               retail price of merchandise.  In equation 
                               form:  Markup = retail - cost.  If an 
                               article is offered for sale at $1.00 and 
                               costs 65c?, the markup is 35c.  When the  
                               term markup is used it is (unless otherwise 
                               specified) the initial markup which is the 
                               difference between the original retail price 
                               placed on purchases and the cost. 
 
  MARKUP PERCENT ON COST       The markup divided by the cost.  In equation 
                               form, it is Markup.  If retail is $1.00,  
                               cost 
                                            Cost 
                               65c, and markup 35c, the markup percent is 
                               $.35 = 53.8 percent.  Markup percent on  
                               cost $.65 
                               is higher than markup percent on retail. 
                               The generally accepted plan is to express 
                               markup on retail, even though markup percent 
                               on cost is the older method. 
 
  MARKUP PERCENT ON RETAIL     The markup divided by the retail.  In 
                               equation form, it is Markup.  If retail 
                                                    Retail 
                               is $1.00, cost 65c, and markup 35c, the 
                               markup percent is $.35 = 35% 
                                                $1.00 
                               retail, means the same as percent on retail. 
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  Encl. (1)  to COMDTINST M7010.5 CH-15 
  31 MAY 1983 

  
        Term                                 Definition 
  
  MAXIMUM                      The amount of stock that should be on hand 
                               and on order just after a reorder is 
                               placed.  As a formula, maximum equals 
                               delivery period plus safety factor plus 
                               reorder period. 
  
  MERCHANDISE, BASIC           The smallest number of pieces within a 
  ASSORTMENT                   grouping of merchandise to provide 
                               sufficient sizes, colors, style numbers etc. 
                               to satisfy customer demand.  It may also 
                               provide for more than one piece in a style 
                               number, size and color combination, so as to 
                               avoid a "hold" in the stock whenever a sale 
                               is made. 
  
  MERCHANDISE PLAN             A forecast, usually by months for a 
                               six-month season, of the major elements that 
                               enter into gross margin.  It normally 
                               includes sales, stocks, purchases, markups 
                               and markdowns. 
  
  MERCHANDISE (OR STOCK)       The discrepancy between the amount of 
  SHORTAGE                     merchandise that the store's records 
                               indicate should be on hand and the amount 
                               actually on hand.  It reflects:  (1)   
                               physical loss and (2)  errors in record  
                               keeping and counting. 
  
  MERCHANDISE TRANSFER-IN      A purchase from another department or branch 
                               store.  It is not a sale in that it is not a 
                               source of profit. 
  
  MERCHANDISE TURNOVER         This term is used to refer to the number of 
                               times the average inventory was disposed of 
                               during a specified period.  Merchandise 
                               turnover is properly determined by dividing 
                               the computed cost of goods sold by the 
                               average inventory, at cost, for the specific 
                               period.  Sometimes, when the retail 
                               inventory method is used, merchandise 
                               turnover is determined by dividing the sales 
                               for the period by the average inventory at 
                               retail value. 
  
  MERCHANDISING                Merchandising is the planning and 
                               supervision involved in marketing the 
                               particular merchandise or service at the 
                               places, times, prices and in the quantities 
                               to best serve the business' marketing 
                               objectives. 
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        Term                                 Definition 
  
  MINIMUM                      Amount of stock planned to be on hand at the 
                               moment a reorder is placed.  It is 
                               sufficient to cover probable sales during 
                               the delivery period and to provide for a 
                               safety factor. 
  
                                      (N) 
  
  NAFA                         Non-Appropriated Fund Activity. 
  
  NAFI                         Non-Appropriated Fund Instrumentality. 
  
  NET WORTH                    The owner's equity in the store.  The 
                               difference between the assets and 
                               liabilities.  Profits are commonly expressed 
                               both as a percentage of net worth and as a 
                               percentage of net sales. 
  
                                      (O) 
  
  
  OPEN-TO-BUY                  The amount of merchandise that may be 
                               ordered for delivery during a control 
                               period.  It is the difference between the 
                               planned purchases and the commitments 
                               already made for the period. 
  
  OPEN-TO-SPEND                The difference between an expense budget for 
                               a period and the amount spent to date, when 
                               the former is the larger. 
  
  OPERATING BUDGET             A control forecast management tool for the 
                               NAFA officer which provides goals and/or 
                               limitations on Sales, Cost of Goods Sold and 
                               Expense.  It aids in achieving the planned 
                               Net (contribution) Profit. 
  
  OPERATING STATEMENT          An analytical presentation in figures of the 
                               income, costs and expenses of a business for 
                               an accounting period, such as a month, a 
                               quarter or a year. 
  
  OUTSTANDING ORDERS           The amount of merchandise that a store or 
                               department has contracted for delivery 
                               during a period but has not yet received. 
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        Term                                 Definition 
  
  OVERAGE                      The difference between the book and physical 
                               inventories when the latter is the larger. 
                               Nearly all overages are caused by clerical 
                               errors. 
  
  OVERHEAD                     A synonym for fixed expenses. 
  
                                      (P) 
  
  PAYROLL EXPENSE PERCENT      The total payroll for the work center 
                               expressed as a percent of the total sales. 
                               The sales are the store sales where the 
                               center services the store but where the 
                               selling department is regarded as a work 
                               center, the sales are the department sales. 
  
  PRICE LINE                   A specific price at which a representative 
                               stock assortment is carried. 
  
  PROFIT                       The gain a business realizes over a period, 
                               measured in terms of money.  It is the 
                               excess of income over the cost and expenses 
                               of earning the income. 
  
  PROFIT NET                   The sum of operating profit and other income 
                               less overhead and system expenses.  It is 
                               also called net gain. 
  
  PROFIT, OPERATING            The business gain realized from trading 
                               operations alone.  It is the difference 
                               between sales income on the one hand and the 
                               cost of merchandise sold plus the operating 
                               expenses on the other. 
  
  PURCHASES                    The amount of merchandise received by the 
                               retailer during a period (at cost or retail 
                               value).  The term is distinguished from 
                               orders that represent the amount contracted 
                               for delivery during a period but not 
                               necessarily received in that period. 
  
                                      (R) 
  
  REORDER PERIOD               The frequency planned for reordering a 
                               specific item. 
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        Term                                 Definition 
  
  RETAIL                       The price at which goods are offered for 
                               sale.  In practice, three different retail 
                               prices may be recognized:  (1)  the original 
                               retail price placed on goods when first 
                               purchased; (2)  the current retail price of 
                               goods in stock, which may be more or less 
                               than the original retail if the price has 
                               been changed; and (3)  the sales retail, the 
                               price at which the sale is actually made, 
                               after markdowns, if any. 
  
                                      (S) 
  
  SAFETY FACTOR                A reserve for contingencies, especially for 
                               unforeseen increases in rate of sale.  It 
                               may be expressed in term of weeks supply or 
                               as a specific quantity in units.  When 
                               applied to a classification rather than a 
                               single item of merchandise, it also must 
                               include a provision of a basic assortment of 
                               colors, sizes and so forth. 
  
  SALES                        The amounts received or accrued to the store 
                               in exchange for merchandise sold to 
                               customers during an accounting period. 
  
  SATELLITE                    A small NAFA operated as an extension of a 
                               larger NAFA. 
  
  SELLING DEPARTMENTS          A physical division of a store, containing 
                               related merchandise grouped for purposes of: 
                               (1)  determining the operating profit for 
                               each grouping; (2)  controlling buying and 
                               pricing more exactly; (3)  promoting sales 
                               more effectively, and (4)  controlling 
                               inventory levels. 
  
  SHORTAGE                     The difference between the book and the 
                               physical inventory, when the former is 
                               larger.  It may be calculated at cost or 
                               retail value or in terms of units.  It 
                               represents:  (1)  clerical errors in 
                               calculating the book and/or physical 
                               inventories; and (2)  physical merchandise 
                               losses, caused by such factors as theft, 
                               breakage and charging customers for less 
                               merchandise than is actually delivered to 
                               them. 
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        Term                                 Definition 
  
  STOCK-SALES RATIO            The ratio between the retail stock at the 
                               first (or end)  of the month and sales for 
                               that month.  The beginning of the month 
                               (B.O.M.)  stock-sales ratio is the dollar 
                               stock on the first of the month divided by 
                               the sales for the month.  The end of the 
                               month (E.O.M.)  stock-sales ratio is the 
                               dollar stock at the end of the month divided 
                               by the sales for the month. 
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                          PRIVILEGES OF PATRONS 
                            
  A.  AUTHORIZED PATRONS.  
  
      1.  Introduction. 
  
          a.  The privilege to use the Coast Guard Exchange System 
              (CGES) will be under the guidance of this manual. 
              Commanding officers will take disciplinary action and 
              revoke the privileges of any patron buying merchandise 
              for resale or production of income, or buying or 
              securing services for the benefit of another, not 
              entitled to the privileges.  This will not prevent 
              anyone entitled to CGES privileges from buying meals or 
              other refreshments for bona fide guests. 
  
|         b.  A revocation of privileges is to be by written 
|             notification signed by the unit commanding officer and 
|             sent via registered mail to the individual.  The 
|             duration of suspension will be commensurate with the 
|             offense.  ID cards required for other entitlements will 
|             not be confiscated. 
  
          c.  The privilege of CGES patronage is subject to the 
              availability of facilities.  The use of CGES clubs, 
              guest housing, bar, or food services may be limited to 
              certain patron categories as determined necessary by 
              commands. 
  
      2.  Definitions. 
  
          a.  Military Services.  The United States Coast Guard, 
              Army, Navy, Air Force, and Marine Corps. 
  
|         b.  Uniformed Services.  Unless otherwise qualified, the 
|             Coast Guard, Army, Navy, Air Force, and Marine Corps, 
|             commissioned officers of the Public Health Service, 
|             active duty and retired commissioned officers of the 
|             National Oceanic and Atmospheric Administration (NOAA) 
|             and its predecessors, and the Coast and Geodetic 
|             Survey.  This includes the Environmental Science 
|             Services Administration. 
  
|         c.  Uniformed Personnel.  Members of the Coast Guard, Army, 
|             Navy, Air Force, and Marine Corps.  Cadets and 
|             midshipmen of the United States Coast Guard, Army, 
|             Navy, and Air Force Academies.  Commissioned officers 
|             and ships' officers of vessels of NOAA.  Commissioned 
|             officers of the Public Health Service.  Members of the 
|             Reserves, as defined in paragraph A.2.d. 
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  A.  2.  d.  Reserves.  The Army National Guard and Air National 
              Guard of the United States, the Coast Guard Reserve, 
              the Army Reserve, the Naval Reserve, the Air Force 
              Reserve, the Marine Corps Reserve, and Reserve Officers 
              of the Public Health Service. 
  
          e.  Dependents.  Any of the following: 
  
|             (1)  A lawful spouse. 
  
|             (2)  Children under 21 years of age and unmarried, 
|                  including pre-adoptive children, adopted children, 
|                  stepchildren, foster children, and wards who 
|                  depend on the sponsor for over half of their 
|                  support. 
  
|             (3)  Children 21 years of age or over and unmarried, 
|                  who are incapable of self-support because of a 
|                  mental or physical handicap and depend on the 
|                  sponsor for over half of their support.  This 
|                  includes adopted children, stepchildren, and 
|                  wards. 
  
|             (4)  Unmarried children not past their 23rd birthday 
|                  who are enrolled, full-time, at a college or 
|                  university and depend on the sponsor for over half 
|                  of their support.  This includes pre-adoptive 
|                  children, adopted children, stepchildren, foster 
|                  children, and wards. 
  
|             (5)  Parents who depend on the sponsor for over half of 
|                  their support.  This includes fathers, mothers, 
|                  fathers-in-law, mothers-in-law, stepparents, and 
|                  parents by adoption. 
  
|         f.  Auxiliary.  Active members of the Coast Guard Auxiliary 
|             who possess a valid Coast Guard ID card (Form CG-2650). 
  
|         g.  Civilian Employees.  Coast Guard Civilian employees 
|             within the wage grade, general schedule, or senior 
|             executive service classifications. 
  
|         h.  Exchange Employees.  Civilian employees of all military 
|             exchange systems. 
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| A.  2.  i.  Orphans.  Surviving unmarried children of active or 
|             retired members of a uniformed Service who are 
|             dependents, within the definition contained above, at 
|             the time of death of the parent(s).  This includes 
|             natural born or adopted children under the age of 21, 
|             or over 21 if incapable of self-support, or children 
|             under 23 and enrolled, full-time, at a college or 
|             university. 
  
|         j.  Surviving Spouse.  A widow or widower who has not 
|             remarried, or who remarried but reverted through 
|             divorce or demise of the spouse to an unmarried status, 
|             from one of the following: 
  
|             (1)  Members, active and retired, of the regular Coast 
|                  Guard, Army, Navy, Air Force, and Marine Corps. 
  
|             (2)  Members of the Reserves, as defined in paragraph 
|                  A.2.d., retired with or without pay, or granted 
|                  retirement pay for a physical disability under 
|                  Title 10 U.S.C. 
  
|             (3)  Members of the Reserves, entitled to retired pay 
|                  at age 60, but who chose to participate in the 
|                  Survivor Benefit Plan before reaching that age. 
  
|             (4)  Members of the Fleet Reserve and Fleet Marine 
|                  Corps Reserve. 
  
|             (5)  Recipients of the Medal of Honor. 
  
|             (6)  Members of the Reserves who died as a direct 
|                  result of injuries incurred while on active duty, 
|                  active duty for training, or inactive duty 
|                  training. 
  
|             (7)  Active duty, retired officers, crews of vessels, 
|                  light keepers, and depot keepers of the former 
|                  Lighthouse Service. 
  
|             (8)  Veterans, discharged under honorable conditions, 
|                  who are eligible for compensation due to a 100 
|                  percent Service-connected disability. 
  
|             (9)  Active duty and retired commissioned officers of 
|                  the Public Health Service. 
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| A.  2.  j. (10)  Active duty and retired commissioned officers and 
|                  ships' officers of NOAA and its predecessors and 
|                  the Coast and Geodetic Survey.  This includes the 
|                  Environmental Science Services Administration. 
  
          k.  Retired Personnel. 
  
|             (1)  All personnel on the official retired lists of the 
|                  uniformed Services, as defined in paragraph 
|                  A.2.b., who are retired with pay, have been 
|                  granted retirement pay for a physical disability, 
|                  or are entitled to retirement pay, whether or not 
|                  such pay is waived. 
  
|             (2)  All members of the Reserves, as defined in 
|                  paragraph A.2.d., who are retired with or without 
|                  pay, are eligible for retired pay under Chapter 
|                  67, Title 10 U.S.C. (Gray Area Retirees), or have 
|                  been granted retired pay for a physical 
|                  disability. 
  
|             (3)  Personnel of the emergency officers retired list 
|                  of the Coast Guard, Army, Navy, Air Force, and 
|                  Marine Corps who retired under Section 11, P.L. 
|                  85-857. 
  
|             (4)  Retired officers, crews of vessels, light keepers, 
|                  and depot keepers of the former Lighthouse Service 
|                  (33 U.S.C. 754a). 
  
|             (5)  Retired commissioned officers and ships' officers 
|                  of vessels of NOAA and its predecessors, and the 
|                  Coast and Geodetic Survey, including the 
|                  Environmental Science Services Administration 
|                  (33 U.S.C. 857-4, 857-5). 
  
|         1.  Unlimited Privileges.  Authorization to purchase all 
|             merchandise and services provided by CGES. 
  
|         m.  Limited Privileges.  Authorization to purchase all 
|             merchandise and services provided by CGES, EXCEPT: 
|             state tax-free items, which include tobacco products 
|             and alcoholic beverages; and articles of uniform. 
  
|         n.  Restricted Privileges.  Authorization to purchase 
|             certain categories (see Figure 1) of merchandise and 
|             services provided by CGES. 
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  B.  AUTHORIZED PATRONAGE OF COAST GUARD CLUBS.  
  
|     1.  The following CGES clubs are operated primarily to provide 
|         social and recreational facilities and also may provide 
|         meals and refreshments for appropriate pay grades of 
|         active duty, Reserve, Auxiliary personnel and their 
|         dependents, and civilian employees. 
  
|         a.  Officers Club:  Officers, warrant officers, Coast Guard 
|             Auxiliarists, and civilian employees. 
  
|         b.  Chief Petty Officers Club:  Enlisted personnel (E-7 to 
|             E-10) and civilian employees. 
  
|         c.  Enlisted Club:  Enlisted personnel (E-1 to E-6) and 
|             civilian employees. 
  
|         d.  Consolidated "All Hands" Club:  Officers, warrant 
|             officers, enlisted personnel, Coast Guard Auxiliarists, 
|             and civilian employees. 
  
|     2.  If the facilities of the club will permit, commanding 
|         officers can extend privileges to the following: 
  
|         a.  Active duty and Reserve members of other Military 
|             Services, including Reserves on the retired list with 
|             or without pay and their unremarried widows/widowers. 
  
          b.  Members of the U.S. Public Health Service and NOAA on 
              active duty or on the retired list with pay. 
  
          c.  Members of the Armed Services of foreign nations on 
              active duty or on the retired list with pay. 
  
          d.  Unremarried widows/widowers of the appropriate pay 
              grades of the Armed Services of the United States and 
              the Reserves who died in the line of duty.  Or, 
              unremarried widows/widowers of personnel of the 
              appropriate pay grades who died while on the retired 
              list with pay. 
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  B.  2.  e.  In Alaska, Hawaii, Puerto Rico, and outside the United 
              States to appropriate pay grades of Federal Government 
              and CGES employees in transient status, or whose 
              permanent station is in Alaska, Hawaii, Puerto Rico, or 
              a foreign country. 
  
          f.  The appropriate pay grades of 100 percent disabled 
              veterans of the Armed Services of the United States and 
              the Reserves, who receive medical care and treatment 
              through the Veterans Administration and possess a valid 
              Uniformed Service and Identification Privilege Card 
        (DD Form 1173). 
  
          g.  Dependents of personnel listed in the above paragraph. 
  
      3.  In overseas areas, club privileges are subject to the 
          conditions stated in international treaties or agreements 
          concerning privileges authorized U.S. Government civilian 
          employees. 
  
  C.  CUSTOMER IDENTIFICATION.  
  
      1.  The CGES officer will employ all practical means to ensure 
          that authorized patrons are identified before being 
|         served.  |All CGES employees must be familiar with the list 
|         of authorized patrons and the types of identification used 
|         as specified in Figure 1, pages 10-17. 
  
      2.  Uniformed personnel, including members of the Reserves who 
          are in regulation uniform, can be identified by that 
          uniform.  However, as circumstances deem appropriate, they 
          can be required to show proper identification before being 
          served. 
  
|     3.  Non-uniformed personnel and dependents must show proper 
|         identification documents before being served.  CGES 
|         employees must be sure that each purchase complies with 
|         local and state laws, as well as local command policy, 
|         concerning age and quantity limits on the sale of 
|         alcoholic beverages and tobacco products. 
  
| D.  AGENTS.  The term "agent" means a person temporarily 
|     authorized, in writing (see Figure 2), to purchase 
|     merchandise and services for an authorized patron.  Agents 
|     must be approved in writing by the CGES officer or CGX 
|     manager of the CGX being used.  This is not to exceed 1 year, 
|     unless extended for continuing hardship.  An agent may be 
|     designated when an authorized patron falls into the following 
|     categories: 
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| D.  1.  Authorized patron is blind or otherwise severely disabled 
|         and requires assistance when shopping. 
  
|     2.  Authorized patron is incapable of shopping due to 
|         certified medical reasons or the sponsor is stationed away 
|         from the household. 
  
|     3.  Authorized patron is a minor not living with an authorized 
|         patron or an orphan.  Normally, an agent should not be 
|         designated for a child who is 16 years of age or older. 
|         The sale of items to a designated agent for a minor or 
|         orphan should be restricted to those items that are 
|         appropriate for the authorized patron. 
  
| E.  VISITORS TO COAST GUARD EXCHANGES.  
  
|     1.  Visitors accompanied by a sponsor are authorized entrance 
|         to CGX's. 
  
|     2.  An authorized patron may sponsor up to four (4) visitors 
|         at any one time.  Each sponsor must present an ID. 
  
|     3.  All visitors must be entered on the Visitors Log upon 
|         entering the CGX, see Figure 3.  CGX's with no entrance ID 
|         checks are to ensure that procedures are established. 
  
  F.  ISSUE AND CONTROL PROCEDURES FOR CGES EMPLOYEE IDENTIFICATION 
      AND PRIVILEGE CARD.  
  
|     1.  All CGES employees, who are not otherwise authorized CGX 
|         privileges, are issued an Identification and Privilege 
|         Card, DD Form 2574 (see Figure 4), by the CGES Officer. 
|         MWR personnel are not issued this ID card.  This card 
|         provides CGES employees limited shopping privileges in all 
|         Coast Guard, Navy, Marine Corps, and Army and Air Force 
|         Exchange Services (AAFES) exchanges.  However, employee 
|         dependents and/or spouses are allowed access only to CGES 
|         facilities and must be accompanied by the employee.  The 
|         procedures for issuing and maintaining these cards are as 
|         follows. 
  
|         a.  The employee completes and signs the ID Card Request 
|             Form, Figure 5.  The CGES officer completes and signs 
|             the bottom portion of the form prior to issuing the ID 
|             Card.  The completed ID Card Request Form is kept in 
|             the employee's personnel folder. 
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| F.  1.  b.  The CGES officer completes all information needed on 
|             the ID card and signs it.  The employee then signs the 
|             ID card and proceeds to the office that processes the 
|             unit's military ID cards for photographing and 
|             lamination. 
  
|         c.  ID cards are issued for a maximum of 1 year. 
  
|         d.  The CGES officer or CGX manager must maintain a log of 
|             all ID cards by consecutive numbers and employee names. 
  
|         e.  The CGES officer or CGX manager must obtain ID cards 
|             from all terminating employees.  Expired ID cards are 
|             obtained when issuing replacement cards.  In all cases, 
|             ID cards are destroyed when no longer valid. 
  
|         f.  Blank ID cards are available from Commandant (G-PXM-2) 
|             upon written request via a rapidraft letter.  Ordered 
|             quantities should not exceed the requirements for more 
|             than a 1 year period. 
  
|     2.  CGES retirees with 20 years or more service in military 
|         exchanges are authorized limited exchange privileges.  ID 
|         cards are issued as follows: 
  
|         a.  Upon verification of length of service, the CGES 
|             Officer issues an Armed Forces Exchange Services ID 
|             Card (DD Form 2574) to any eligible exchange retiree 
|             with "RETIREE" typed under the individual's name in the 
|             "Issue To" block. 
  
|         b.  The ID card is issued with an expiration date of 5 
|             years.  Upon expiration, a new ID card is issued and 
|             the old ID card is retrieved. 
  
|         c.  The same procedures follow as stated above for 
|             photographing and lamination. 
  
|     3.  Unremarried widows/widowers of retired exchange employees 
|         with 20 years or more service are authorized limited 
|         exchange privileges.  ID cards are issued as for CGES 
|         retirees, above, except "RET-W" is typed under the 
|         individual's name in the "Issue To" block. 
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  (THIS MAY BE USED ON CGES LETTERHEAD) 
  
 
 
                                                   Date 
  
      (Name of Agent)      is hereby authorized to purchase 
  items for       (Name of Authorized Patron)         , the 
  bearer of Armed Forces Identification Card, No. ________________. 
  The purchasing authority is unlimited/limited to the following 
                                (Circle One) 
  
  types of merchandise in the exchange: 
 
 
 
 
 
 
 
 
 
  This authorization expires on    (Date)        . 
  
  
                        _________________________________________ 
                        Signature of Authorized Patron 
  
  
                        _________________________________________ 
                        Signature of CGX Officer or Manager 
  
                  (THIS FORM MAY BE REPRODUCED LOCALLY) 
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                             IDENTIFICATION OF PATRONS 
  
  A.  Positive Identification Required.  The NAFA Officer will employ 
      all practicable means to ensure that authorized patrons are 
      positively identified before being served.  Patrons in complete 
      regulation uniform may be identified before being served.  Patrons in 
      complete regulation uniform may be identified thereby.  However, the 
      purchase of state tax-free items, such as cigarettes and beverages, 
      including alcoholic beverages, should require additional 
      identification.  Any abuses detected will be reported to the 
      commanding officer.  All employees of the NAFA, before serving non- 
      uniformed patrons, must require that proper identification be 
      presented.  Continuous training must be maintained to assure that  
      all employees are familiar with the list of authorized patrons and 
      the types of identification used. 
  
  B.  Types of Identification. 
  
      1.  Regulation Uniform.  Members of the Armed Services in 
          complete regulation uniform may be identified by that uniform. 
  
      2.  Armed/Uniformed Services Cards. 
  
          (a)  Non-uniformed authorized patrons of NAFA will be defined by 
               possession of an official Armed Services Identification Card 
               (DD Form 2) or Uniformed Services Identification and 
               Privileges Card (DD For 1173) or by an official 
               identification card issued by the service of which the 
               patron is a member; for example, the Public Health Service 
               and National Oceanic and Atmospheric Administration.  Such 
               cards will be accepted as proper identification of the 
               following: 
  
               (1)  Members of the Armed Services who are on active duty; 
  
               (2)  Members of the National Oceanic and Atmospheric 
                    Administration and Public Health Service; 
  
               (3)  Members of Reserve Components who are on active duty 
                    for training or inactive duty training; 
  
               (4)  Members of Reserve Components and Guardsmen who are in 
                    an active duty status; 
  
               (5)  Retired military personnel; 
  
               (6)  Dependents; 
  
               (7)  Widows and their dependent children; 
  
               (8)  Honorably discharged veterans of the Uniformed Services 
                    with a 100% service-connected disability, their widows, 
                    dependents and agents. 
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  B.2.(b)     Issuance.  The issuance of such authorized identification 
              credentials is the responsibility of the cognizant command, 
              and NAFA will not maintain records concerning these 
              credentials. 
  
      3.  Members of Reserve Components who are on active duty for training 
          will be required to produce competent orders, indicating their 
          training status, in addition to the identification card.  For 
          this purpose, "competent orders" will be construed as a certified 
          copy of individual orders. 
  
      4.  Members of Reserve Components who are on inactive duty training 
          will be required to produce a letter of authorization or military 
          leave and earnings statement in addition to the identification 
          card.  Reservists will show their ID cards for entry into the 
          exchange, unless the individual is in military uniform.  Since 
          the Earnings Statement does not provide for identification of the 
|         member's dependents, (the spouse, in particular) will be required 
|         to present appropriate identification when patronizing a NAF 
          activity.  The Earnings Statement issued by each service will 
          state the number of drills performed for which the member was 
          paid.  The member is entitled to one day of NAFA privilege for 
          each drill period.  Consequently, the number of drills shown 
          indicates the number of days of exchange privilege authorized. 
          The Earnings Statement or Letter of Authorization will be date- 
          stamped in ink in the appropriate space at the time of purchase. 
          The following types of identification apply to reservists. 
  
          (a)  DA Form 3686, JUMPS-ARMY Leave and Earnings Statement.  
               The number of drills performed will appear in the REMARKS 
               section following the designation UT (Unit Training) and ET 
               (Equivalent Training). 
  
          (b)  AF Form 1965, Earnings Statement Air Reserve Forces. 
               The number of drills performed will appear opposite the 
               indicators UTA and AFTP (Additional Flying Training 
               Performed). 
  
          (c)  4ND NAVFINCEN 7220, Naval Reserve Earnings Statement. 
               The number of drills performed will be the total of the 
               entries in the blocks entitled REGULAR DRILLS, ADD'L DRILLS 
               and INCENTIVE DRILLS. 
  
          (d)  Letter of Authorization.  Unlimited exchange privileges 
               are authorized for members of the Ready Reserve who 
               participate in regularly scheduled inactive duty training; 
               such privileges to be granted on the basis of one day of 
               exchange-use privilege for each drill period of inactive 
               duty training performed. 
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  B.  4.  d.  (1)  The maximum period for authorizing privileges is 1 year. 
  
              (2)  The period of authorization and the prescribed number of 
                   days of exchange privileges authorized will be entered 
                   by the Reserve unit commander or by his designated 
                   representative.  For control purposes, "designated 
                   representative" means any administrative officer 
                   designated on appropriate appointment orders.  The use 
                   of a facsimile signature stamp is prohibited. 
  
              (3)  The control and record of issuance of these forms shall 
                   be performed by the Reserve unit commanding officer. 
                   Local reproduction of the following is authorized:  
                   "This letter is issued for official use of the holder 
                   designated hereon.  Use or possession except as 
                   prescribed is unlawful and will make the offender liable 
                   to heavy penalty - 18 U.S.C. 499, 501, and 701." 
  
              (4)  For exchange personnel observance only.  Exchange 
                   personnel will enter the appropriate date on the line 
                   indicated in accordance with the number of days said 
                   privilege is authorized.  This date is entered by the 
                   first exchange facility used on a given day.  This 
                   initial date stamping enables the reserve member to 
                   frequent as many additional exchange facilities as 
                   he may desire on that date only without receiving 
                   further stamping by exchange personnel. 
  
          e.  CG4458A, Coast Guard Reserve Earning Statement.  The 
              number of days of NAFA privileges will be indicated in the 
              block labeled DAYS EXCHANGE ENTITLEMENT. 
  
      5.  Dependents of members of reserve components are to be identified 
          by a driver's license and by the reservist's leave and earnings 
          statement or letter of authorization issued by the Reserve 
          Component Organization. 
  
      6.  Issue and Control Procedures for NAFA Employee 
          Identification and Privilege Card.  NAFA employees who do not 
          have a Uniformed Services Identification and Privilege Card, DD 
          Form 1173, Active or Retired DD 2CG, 2A, 2AP, or 2N because of 
          sponsorship circumstances will be issued an Identification and 
          Privilege Card (ID), CG-5282 (figure 3-1), by the NAFA Officer. 
          This card is good for shopping privileges on a systemwide basis 
          by Coast Guard NAFA employees, as well as access to Coast Guard 
          NAFA facilities by bona fide dependents of Coast Guard NAFA  
          employees when accompanied by their sponsor.  The card is also 
          good for shopping in AAFES exchanges.  The following procedures 
          issuing and maintaining these cards should be followed: 
  
          a.  ID cards are to be issued for a period not to exceed 1 year. 
          b.  A log is to be maintained by consecutive number with 
              employee's name, SSN, date issued and returned.  Post this 
              information in the individual employee's personnel folder. 
  
          c.  The NAFA Officer is the issuing official. 
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  B.  6.  d.  Upon completing the relevant information on the ID card by 
              the NAFA Officer, the employee should then proceed to the 
              office which processes military ID cards for photographing 
              and lamination. 
  
          e.  ID cards are to be obtained from all separating employees. 
              Expired ID cards should also be obtained prior to issuing 
              replacement cards.  In all cases ID cards are to be destroyed 
              when they are no longer valid. 
  
          f.  Additional ID cards are available from Commandant (G-FRS) 
              upon written request.  Ordered quantities should not exceed 
              the requirements for a 1 year period. 
  
      7.  Other Credentials.  For other authorized patrons whose 
          requirements cannot be met by the above purchase credentials will 
          be as follows: 
  
          a.  Civilian employees of DOT in a temporary duty status 
              occupying quarters on Coast Guard installations (less than 30 
              days) may use travel orders as identification; 
  
          b.  Coast Guard Auxiliarists Membership Status and Qualification 
              Card, CG-2650, for Auxiliarists; 
  
          c.  Dependents of Reserve and National Guard Sponsors who are on 
              active duty training possessing a copy of endorsed orders or 
              letter of authorization and an appropriate second ID; 
  
          d.  Civilian students and faculty members at service schools will 
              be identified by a letter of authorization issued by the 
              responsible school commander.  Such letters are to be issued 
              for a period not to exceed 1 year. 
| 
|         e.  AAFES Form 1100-15 (issued by Army installations), or AF 
|             Form 354 (issued by Air Force installations).  (NOTE:  Either 
|             AAFES Form 1100-15 or AF Form 354 will be recognized as 
|             authority for AAFES employees to shop in any exchange 
|             facility in CONUS, Hawaii or Alaska.) 
| 
|         f.  Employees of the Marine Corps Exchange Service patronizing 
|             AAFES exchanges will be identified by Form MCX 509 (issued  
|             by MCES); 
| 
|         g.  Navy exchange employees will be identified by Form SS-161 
|              (issued by NAVRESSO). 
  
      8.  Hospitalized Authorized Patrons.  Authorized exchange patrons 
          who are hospitalized and who are unable to effect purchases in 
          person may submit a list of items required to the exchange via 
          volunteer workers or other normally unauthorized individuals. 
          This list will be signed by the authorized patron indicating his 
          grade, or rate and serial number.  These requests will be  
          retained by the exchange and filed with other sales documents. 
  
      9.  Patrons of Fountains, Snack Bars and Restaurant Facilities.  
          Identification cards are not required of personnel who are 
          authorized by the local commanding officer to patronize fountain, 
          snack bar and restaurant facilities. 
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Figure 3-1 
5 



  Encl. (4) to COMDTINST M7010.5, CH-21 
  29 May 1987  

  
                  AUTHORIZED NAF ACTIVITIES AND PROFIT CENTERS 
  
  1.  Purpose.  This enclosure authorizes NAF activities and assigns  
      computer identification codes to operating profit centers. 
  
  2.  Definitions.  The following are authorized Coast Guard-operated 
      activities: 
  
      a.  Retail.  A direct NAFA operation selling merchandise for  
          personal use and providing services incidental to the sale of  
          the merchandise.  Examples of such activities include exchanges,  
          annexes, branches, garden shops, toylands, gift shops, sound shops,  
          uniform stores, specialty clothing shops, book stores, and  
          convenience-type stores (mini-marts). 
  
      b.  Grocery.  A direct NAFA operation selling a complete range  
          of grocery products such as produce, packaged foods, meat, and  
          non-food related items. 
  
      c.  Food.  A direct NAFA operation which prepares and serves  
          hot and cold foods and beverages.  Examples include restaurants,  
          cafeterias, snack bars, refreshment stands, and ice cream stands. 
  
      d.  Automotive and Service Station.  A direct NAFA operation  
          selling petroleum products; automotive accessories, parts,  
          tools, and/or performing automotive repair service. 
  
      e.  Bar.  A direct NAFA operation selling alcoholic beverages  
          for on-premise consumption. 
  
      f.  Package Store.  A direct NAFA operation selling alcoholic  
          beverages, wine, cordials, and liquor for off-premise  
          consumption. 
  
      g.  Vending.  A direct NAFA operation where NAFA owns or leases  
          the machines, owns the merchandise and stocks the machines.  A  
          concession vending operation is one where a commercial vendor  
          owns the merchandise and services the machines. 
  
      h.  Other.  Any direct NAFA operation which does not fit into  
          one of the above classifications.  Examples are barber and beauty  
          shops, laundry and dry cleaning, tailor and alteration services,  
|         shoe repair, watch repair, optical services, portrait studios,  
|         flower shops, guest houses, rental stores, golf pro shops, phone  
|         service, long distance telephone centers, and coin operated pay  
          telephone service. 
  
      i.  Concessions.  An authorized activity operated by a  
          commercial vendor onboard a Coast Guard installation.   
          Concession operations must not compete or sell the same lines of  
          merchandise sold by the unit NAFA. 
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  3.  Requirement.  These Coast Guard units may operate the following  
      activities without individual letters of authorization: 
  
    Unit            OPFAC      Activity            ID Code 
  
    First District Office   01-71101  Consolidated NAFA Reserves    DCR1 
    Group South Portland    01-36212  Consolidated Club             CNS1 
                                      Package Store                 PKG1 
                                      Package Store Rockland        PKG2 
                                      Package Store SW Harbor       PKG3 
                                      Exchange S. Portland          RET1 
                                      Exchange Rockland             RET2 
                                      Exchange SW Harbor            RET3 
                                      Uniform Store S. Portland     RET5 
 
    Cape Cod Air Station    01-20115  Main Brace                    CNS1 
                                      Gas Station                   GAS1 
                                      Grocery                       GRO1 
                                      Nantucket Mini-Mart           GRO2 
                                      Package Store                 PKG1 
                                      Exchange                      RET1 
                                      Cape Cod Mini-Mart            RET2 
                                      Uniform Store                 RET5 
                                      Vending                       VND1 
 
    SUPRTCEN Boston         01-47000  Consolidated Club             CNS1 
                                      Package Store                 PKG1 
                                      Exchange                      RET1 
 
    Second District Office  02-71102  Consolidated NAFA Reserves    DCR1 
    Base St. Louis          02-31330  Consolidated Club             CNS1 
                                      Package Store                 PKG1 
                                      Exchange                      RET1 
                                      Vending                       VND1 
 
    Third District Office   03-71103  Consolidated NAFA Reserves    DCR1 
    Brooklyn Air Station    03-20120  Enlisted Club                 EMC1 
                                      Officers Club                 OFC1 
                                      Gas Station                   GAS1 
                                      Package Store                 PKG1 
                                      Package Store Sandy Hook      PKG2 
                                      Package Store Shinnecock      PKG3 
                                      Exchange                      RET1 
                                      Exchange Sandy Hook           RET2 
                                      Exchange Shinnecock           RET3 
                                      Uniform Store                 RET5 
 
    Base Gloucester City    03-31120  Exchange                      RET1 
    Group Long Is. Sound    03-36229  Exchange                      RET1 
  
 
 
 
 
 
 

2 



  Encl. (4) to COMDTINST M7010.5, CH-19   
| 
 
   Unit            OPFAC Activity                 ID Code 
| 
|     SUPRTCEN NEW YORK       03-45000  Chief Petty Officers Club     CPO1 
|                                       Enlisted Club                 EMC1 
|                                       Officers Club                 OFC1 
|                                       Gas Station                   GAS1 
|                                       Guest House                   GST1 
| 
|                                       Package Store                 PKG1 
|                                       Package Store (Rosebank)      PKG2 
|                                       Exchange                      RET1 
|                                       Country Store                 RET2 
|                                       Vending                       VND1 
| 
|     Fifth District Office   05-71105  Consolidated NAFA Reserves    DCR1 
| 
|     CGC Northwind           05-14202  Exchange                      RET1 
|                                       Vending                       VND1 
| 
|     Base Fort Macon         05-31390  Exchange                      RET1 
|                                       Vending                       VND1 
|                                       Ret 5                         Ret 5 
|  
|     SUPRTCEN Portsmouth     05-47100  Chief Petty Officers Club     CPO1 
|                                       Enlisted Club                 EMC1 
|                                       Food Service                  OFA1 
| 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     SUPRTCEN Elizabeth City 05-47300  Chief Petty Officers Club     CPO1 
|                                       Enlisted Club                 EMC1 
|                                       Officers Club                 OFC1 
|                                       Guest Housing                 GST1 
|                                       Package Store                 PKG1 
|                                       Package Store Cape Hatteras   PKG2 
|                                       Exchange                      RET1 
|                                       Country Store                 RET2 
|                                       Exchange Cape Hatteras        RET3 
|  
|     Seventh District Office 07-71107  Consolidated NAFA Reserves    DCR1 
| 
|     CGC Diligence           07-12102 
| 
|     Miami Air Station       07-20140  Officers Club                 OFC1 
                                        Enlisted Club                 EMC1 
                                        Gas Station                   GAS1 
                                        Grocery                       GRO1 
                                        Package Store                 PKG1 
                                        Exchange                      RET1 
                                        Vending                       VND1 
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    Unit            OPFAC Activity                 ID Code 
  
|     Clearwater Air Station  07-20150  Enlisted Club                 EMC1 
|                                       Barber Shop                   MSC1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
| 
|     Borinquen Air Station   07-20235  Consolidated Club             CNS1 
|                                       Grocery                       GRO1 
|                                       Guest Housing                 GST1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|                                       Barber                        MSC1 
| 
|     Station St. Petersburg  07-30308  Consolidated Club             CNS1 
|                                       Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Ft. Meyers Exchange           RET2 
| 
|     Base Charleston         07-31150  Enlisted Club                 EMC1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
| 
|     Base Miami Beach        07-31160  Consolidated Club             CNS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
| 
|     Base San Juan           07-31170  Isla Grande Club              CNS1 
|                                       Guest Housing                 GST1 
|                                       Canteen                       OFA1 
|                                       Package Store                 PKG1 
|                                       Package Store Isla Grande     PKG2 
|                                       Exchange                      RET1 
| 
|     Base Mayport            07-31290  Exchange                      RET1 
|  
|     Eighth District Office  08-71108  Consolidated NAFA Reserves    DCR1 
|  
|     CGC Dependable          08-12112  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Durable             08-12114  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Acushnet            08-12201  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Westwind            08-14203  Exchange                      RET1 
|                                       Vending                       VND1 
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    Unit                      OPFAC      Activity                  ID Code 
  
|     Base Galveston          08-31180  Consolidated Club             CNS1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Group New Orleans       08-36240  Enlisted Club            EMC1-CNS1 
|                                       Officers Club            OFC1-CNS2 
|                                       Exchange                      RET1 
|  
|     Base Mobile             08-31340  Consolidated Club        CNS1-EMB1 
|                             08-36239  Gas Station                   GAS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Exchange Annex                RET2 
|                                       Convenience Store             RET3 
|                                       Snack Bar                     CFA1 
| 
|     PSSTA Houston           08-34245  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Ninth District Office   09-71109  Consolidated NAFA Reserves    DCR1 
|  
|     CGC Mackinaw            09-14101  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Bramble             09-15207  Exchange                      RET1 
|  
|     CGC Mesquite            09-15224  Exchange                      RET1 
|  
|     CGC Sundew              09-15233  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Traverse City           09-20160  Enlisted Club                 EMC1 
|     Air Station                       Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     MSO Cleveland           09-33253  Enlisted Club            EMC1-CNS1 
|                                       Officers Club            OFC2-CNS6 
|                                       Package Store                 PKG1 
|  
|     Group Buffalo           09-36244  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Group Detroit           09-36250  Package Store                 PKG1 
|                                       Detroit Exchange              RET1 
|                                       Toledo Exchange               RET2 
|                                       Vending                       VND1 
|  
|     Group Muskegon          09-36253  Package Store                 PKG1 
|                                       Exchange                      RET1 
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       Unit                   OPFAC     Activity                    ID Code 
  
|     Group Milwaukee         09-36255  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Group Saulte Ste. Marie 09-36259  Gas Station                   GAS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     Cleveland NAFA          09-71210  Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     Eleventh District       11-71111  Consolidated NAFA Reserves    DCR1 
|     Office 
|  
|     CGC Glacier             11-14401  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     San Diego Air Station   11-20170  Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     Base Terminal Island    11-31220  Consolidated Club             CNS1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Twelfth District        12-71112  Consolidated NAFA Reserves    DCR1 
|     Office 
|  
|     Group Humboldt Bay      12-36266  Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     SUPRTCEN Alameda        12-47500  Enlisted Club                 EMC1 
|                                       Chief Petty Officers Club     CPO1 
|                                       Officers club                 OFC1 
|                                       Gas Station                   GAS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Thirteenth District     13-71113  Consolidated NAFA Reserves    DCR1 
|     Office 
|  
|     CGC Polar Star          13-14501  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Polar Sea           13-14502  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Port Angeles            13-20190  Enlisted Club                 EMC1 
|     Air Station                       Gas Station                   GAS1 
                                        Grocery                       GRO1 
                                        Package Store                 PKG1 
                                        Exchange                      RET1 
                                        Vending                       VND1 
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        Unit                  OPFAC     Activity                     ID Code 
  
|     North Bend Air Station  13-20276  Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     MSO Portland            13-33270  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Group Astoria           13-36271  Gas Station                   GAS1 
|                                       Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     SUPRTCEN Seattle        13-47200  Snack Bar                     OFA1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Fourteenth District     14-71114  Consolidated NAFA Reserves    DCR1 
|     Office 
|  
|     Barbers Point           14-20255  Consolidated Club             CNS1 
|     Air Station 
|  
|     Base Honolulu           14-31250  Consolidated Club             CNS1 
|                                       Gas Station                   GAS1 
|                                       Gas Station KKH               GAS2 
|                                       Snack Bar                     OFA1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Exchange KKH                  RET2 
|                                       Vending                       VND1 
|  
|     Seventeenth District    17-71117  Consolidated NAFA Reserves    DCR1 
|     Office 
|  
|     CGC Sedge               17-15230  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     CGC Sweetbriar          17-15234  Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Sitka Air Station       17-20280  Consolidated Club             CNS-1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     Juneau NAFA             17-71260  Consolidated Club             CNS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
                                        Vending                       VND1 
  
 
 
 
 
 
 
 

7 



  Encl. (4) to COMDTINST M7010.5, CH-17 
  
        Unit                 OPFAC      Activity                   ID Code 
  
|     Group Ketchikan         17-36296  Consolidated Club             CNS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|  
|     SUPRTCEN Kodiak         17-46000  Golden Anchor                 CNS1 
|                                       Kings Inn                     CNS2 
|                                       Gas Station                   GAS1 
|                                       Guest House                   GST1 
|                                       Laundry                       MSC1 
|                                       Totem House                   OFA1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Country Store                 RET2 
|                                       Nimitz Housing                RET4 
|                                       Uniform Store                 RET5 
|                                       Vending                       VND1 
|  
|     Alexandria Station      50-30800  Consolidated Club             CNS1 
|  
|     Coast Guard Academy     60-60100  Gas Station                   GAS1 
|                                       Officers Club                 ? 
|                                       Enlisted Club                 ? 
|                                       Chief Petty Officers Club     ? 
|                                       Barber Shop #1                MSC1 
|                                       Barber Shop #2                MSC2 
|                                       Snack Bar                     OFA1 
|                                       Dry Dock                      OFA2 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Penny Saver                   RET2 
|                                       Cadet Store                   RET3 
|                                       Visitors Center               RET4 
|  
|     TRACEN Petaluma         74-61200  Consolidated Club             CNS1 
|                                       Gas Station                   GAS1 
|                                       Snack Bar                     OFA1 
|                                       Guest House                   GST1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     RESTRACEN Yorktown      75-63100  Chief Petty Officers Club     CPO1 
|                                       Enlisted Club                 EMC1 
                                        Officers Club                 OFC1 
                                        Gas Station                   GAS1 
                                        Tailor Shop                   MSC1 
                                        Package Store                 PKG1 
                                        Exchange                      RET1 
                                        Country Store                 RET2 
                                        Vending                       VND1 
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       Unit                OPFAC        Activity                    ID Code 
  
|     ATC Mobile              76-65100  Enlisted Club                 CNS-1 
|                                       Officers Club                 ? 
|                                       Gas Station                   GAS1 
|                                       Grocery                       GRO1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Country Store                 RET2 
|                                       Vending                       VND1 
|                                       Uniform Store                 RET5 
|  
|     TRACEN Cape May         77-67100  Consolidated Club             CNS-1 
|                                       Officers Club                 OFC1 
|                                       Laundry                       MSC1 
|                                       EECEN Snack Bar               OFA1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Vending                       VND1 
|                                       Grocery                       GRO-1 
 
      Coast Guard Yard        80-31800  Consolidated Club             CPF 
|                                       GAS Station                   GAS1 
|                                       Guest House                   GST1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|                                       Convenience Store             RET2 
|                                       Vending                       VND1 
|  
|     Coast Guard             96-73130  Consolidated NAFA Reserves    DCR1 
|     Activities, Europe 
|  
|     LORSTA Estartit         96-40110  Consolidated Club             CNS1 
|                                       Package Store                 PKG1 
|                                       Exchange                      RET1 
|  
|     LORSTA Lampedusa        96-40114  Consolidated Club             CNS1 
|                                       Exchange                      RET1 
|  
|     LORSTA Sylt             96-40220  Exchange                      RET1 
|                                       Consolidated Club             CNS-1 
|  
|     LORSTA Kargabarun       96-40113  Exchange                      RET-1 
|     LORSTA Sellia Marina    96-40112  Exchange                      RET1 
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                          ESTABLISHING NAF ACTIVITIES 
  A.  Restrictions. 
 
      1.  Non-Appropriated Fund Activities (NAFA) may not be operated at a 
          Coast Guard unit without proper authorization.  Establishing a  
          consolidated unit NAFA or adding activities thereto must be  
          authorized in writing by the Cognizant Authority.  Requests for  
          activities to sell or dispense alcohol or grocery items must  
          include the information requested in Paragraph 2.b, c, d, e or f  
          and g below, and must be forwarded to Commandant (G-FER) for  
          approval. 
 
      2.  All letters requesting authorization for the establishment of  
          NAFA shall include the following information: 
 
          a.  NAFA facilities desired; 
 
          b.  number of personnel to be served; 
          c.  location of and distance to nearest military installation  
              having similar types of activities; 
 
          d.  availability of suitable buildings and furnishings; 
 
          e.  when a grocery service is desired, a comprehensive commercial 
              facility pricing survey, Exhibit A, and the supporting  
              questionnaire, Format for Analysis Conformity to Criteria for  
              Commissary Store, Exhibit B, shall be completed.  These  
              formats should be reproduced locally; 
 
          f.  when a package store is desired, then the following  
              additional information shall be provided: 
 
              (1)  importance of the estimated income to the unit's MWR 
                   program; 
 
              (2)  availability of civilian family social clubs; 
 
              (3)  geographical inconveniences and highway safety; 
 
              (4)  limitations of non-military sources; 
 
              (5)  problems due to restrictions imposed by local laws and  
                   regulations; 
  
              (6)  attitudes of community authorities and civic  
                   organizations towards a CG sales outlet; 
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              (7)  is the land government owned or leased; 
 
              (8)  approval of the State Alcoholic Beverage Commission. 
 
          g.  the need for any additional financial support, and estimated  
              revenues and expenses of the activity. 
 
      3.  Requests for a Coast Guard Trust Fund Loan may be submitted to 
          Commandant (G-F) for either initial capitalization or as  
          additional funding requirements for establishing a NAF  
          Activity.  The amount desired and the suggested terms of  
          repayment shall be included in the request. 
 
      4.  Letters of authorization shall list specifically each activity  
          authorized thereby.  Such authorizations shall be retained in the  
          permanent unit NAFA files readily available for inspection. 
 
          a.  A signed copy of each authorization shall be forwarded to 
              Commandant (G-FER) by the issuing authority. 
 
          b.  District Offices, Headquarters Units and Coast Guard  
              Headquarters shall maintain up-to-date files of all NAFA  
              authorizations currently in effect under their cognizance. 
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                    DISESTABLISHING NAF ACTIVITIES 
  
  A.  Authorization. 
  
      1.  The disestablishment of authorized NAF activities must be  
          authorized in writing.  Requests for disestablishing NAF  
          Activities must be approved by the same command level which  
          previously authorized establishing that NAF Activity. 
  
      2.  The authorization for disestablishment shall indicate the exact  
          date operations will cease.  A signed copy of the authorization  
          shall be forwarded to Commandant (G-FER). 
  
  B.  Stock. 
  
      1.  The Cognizant Authority shall issue specific instructions for the  
          disposition of stock in conformance with the following general  
          instructions:  All stock should be returned to vendors or sold at  
          cost to other NAFAs when practicable.  Distilled spirits, wines  
          or beer may be returned to the dealer from whom purchased (or to  
          the successor of the vendor's business or line of merchandise)  
          for refund (26 USC 5113(C)(3)). 
  
  C.  Equipment. 
  
      1.  All equipment used by the NAF Activity is considered U.S.  
          Government property.  The Cognizant Authority shall issue  
          instructions as to the disposition of excess equipment in  
          accordance with Section 3C, Comptroller Manual. 
  
  D.  Accounts Payable. 
  
      1.  All outstanding accounts payable shall be paid in full, and other  
          outstanding liabilities, such as open purchase orders, shall be  
          settled. 
  
      2.  When the unit is discontinuing all local NAF Activities, the  
          financial records should be properly filed and then forwarded to  
          the Cognizant Authority.  The NAFA administrator is to: 
  
          a.  collect all accounts receivable; 
  
          b.  remit final withholding tax and social security payments; 
  
          c.  furnish employees with final statement of earnings and  
              deductions; 
  
          d.  convert all securities to cash; 
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          e.  advise the concerned bank to forward final NAFA bank  
              statement to Commandant (G-FER); 
  
          f.  advise the bank that any bank balance remaining 6 months  
              after liquidation should be forwarded to Commandant (G-F),  
              who is the successor in interest; 
  
          g.  notify G-FER of any pending insurance claims. 
  
  E.  Final Report. 
  
      1.  A final financial report shall be forwarded to Commandant (G-F)  
          within 15 days of the liquidation of all local NAF Activities.   
          If other NAF Activities remain in operation at that Coast Guard  
          unit, the next quarterly report shall indicate the final results  
          of the discontinued activity. 
  
      2.  If all local NAF Activities are disestablished, 50 percent of  
          the final cash assets shall be forwarded to the cognizant  
          district commander, and the remaining 50 percent shall be  
          forwarded to Commandant (G-FER), making the check payable to  
          "Coast Guard NAFA," Headquarters units shall forward 100 percent 
          of the final cash assets to Commandant, G-FER, making checks 
          payable to "Coast Guard NAFA." 
  
      3.  All remaining bank checks are to be destroyed. 
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NAFA VEHICLES 
  
 
  1.  Purpose.  To prescribe procedures for the operation, use,  
      licensing, and maintenance of NAFA vehicles. 
  
  2.  Discussion. 
  
      a.  NAF vehicles are the property of an instrumentality of the United  
          States, and as such are exempt under the Constitution from state  
          licensing and inspection requirements. 
  
      b.  Since NAF vehicles are instrumentalities of the United States,  
          and since the interests of the Coast Guard, its members and  
          employees would be very directly involved in the event of an  
          accident involving such vehicles, investigation under Section  
          0203, Coast Guard Supplement to the Manual for Court Martial  
          (CG-241) is required. 
  
      c.  Enclosure (21) describes insurance coverage. 
  
  3.  Vehicle Licensing.  The terms license plates and tags have equal  
      meaning as used herein. 
  
      a.  NAFA vehicles shall be provided specially manufactured tags to be  
          purchased and distributed from headquarters.  Temporary, locally  
          fabricated tags may be displayed pending receipt of permanent  
          tags, if permitted by local law.  Permanent tags may be obtained  
          by letter request to Commandant (G-FRS).  The letter shall  
          contain the following information:  vehicle description, year, 
          make, model and serial number. 
  
      b.  Vehicle tags shall be provided in pairs.  If used on trailers or  
          other equipment which require only one tag, the duplicate tag  
          should be retained for use in the event of damage or loss to the  
          one in use.  All self-propelled vehicles shall display a tag  
          front and rear. 
  
      c.  Vehicle tags are provided for a specific vehicle and may  
          therefore be used for only that vehicle.  These tags are not  
          transferable between vehicles.  In case a vehicle is disposed  
          of in any manner, the tags shall be returned to Commandant  
          (G-FRS). 
  
|     d.  License plates for Special Service vehicles shall be requested  
|         from Commandant (G-PS). 
  
  4.  Operator's License. 
  
      a.  NAF vehicles shall be operated only by a military member or  
          civilian employee of the Coast Guard authorized to do so.  The  
          person must also possess a valid State or District of Columbia  
          operator's license 
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    4.b.  Military members and civilian employees of the Coast Guard should  
          hold a valid Government Motor Vehicle Operator's License (SF-46),  
          as prescribed in Sections 3-4 and 3-5 of the Safety Manual  
          (CG-405). 
  
      c.  Possession of a SF-46 permits a military member, either on or off 
          duty, to operate a NAF vehicle, even if he does not have a State 
          operator's license. 
  
  5.  Vehicle use.  The use of NAFA vehicles is restricted to official  
      Coast Guard or NAFA business.  They shall not be used by  
      individuals for their own personal gain or benefit or lent to another  
      party for unauthorized use. 
  
  6.  Maintenance.  For the sake of safety, a vehicle should be well  
      maintained.  Although NAF vehicles are not subject to state  
      inspection requirements, they are subject to the same inspection  
      requirements as other Coast Guard vehicles with regard to the  
      frequency of inspection, safety requirements and mechanical  
      soundness.  Managers of NAF vehicles are also encouraged to seek and 
      accept state inspections as an added advantage in preventive 
      maintenance efforts. 
  
  7.  Safety Belts.  Safety belts must be installed and used in NAF  
      vehicles as required in Section 3-6 of the Safety Manual (CG-405). 
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                           CONSOLIDATION OF FUNDS 
                 DISTRIBUTION OF PROFITS AND REQUIRED REMITTANCES 
  
  1.  Purpose.  This enclosure establishes servicewide procedures for  
      assessing and collecting Coast Guard Trust Fund remittances and  
      authorizes consolidations of NAFA funds by responsible district  
      commanders. 
  
  2.  Definitions. 
  
      a.  This provision is a pre-expense set aside (similar to  
          depreciation) of an amount equal to 1% of NAFA sales for  
          providing funds for replacing NAFA assets.  The Reserve for the  
          Replacement of Fixed Assets must be kept liquid (cash) to ensure  
          its availability in time of need and must not be used to  
          supplement or replace working capital.  These funds may be 
          consolidated by the responsible district commander dependent  
          upon: 
  
          (1)  The unit meeting the minimum liquidity (quick ratio)  
               benchmark established in Encl. (10). 
  
          (2)  Their exclusive reservation for the replacement of NAFA  
               assets. 
  
      b.  Unit Retained Earnings.  These earnings are the portion of  
          net profits the NAFA must retain for unit net worth to grow at a  
|         pace equal to the inflation rate.  Without this growth, liquidity  
|         will be lost and the unit's ability to pay its bills on time and  
|         operate efficiently will be lost.  A minimum of 35% of net  
|         profits must be retained by the unit to ensure proper cash  
|         liquidity. 
 
      c.  Coast Guard Trust Fund Assessment.  This assessment is levied  
          on each district and Headquarters unit to: 
  
          (1)  Redistribute some profits on a servicewide basis. 
  
          (2)  Reimburse the Coast Guard Trust Fund for Special Services  
               and NAFA insurance costs. 
  
          (3)  Provide funds for limited self-insurance coverage. 
  
          (4)  Reimburse the Coast Guard Trust Fund for Headquarters NAFA 
               overhead costs. 
  
      d.  District Assessment.  This assessment is levied by the  
          district commander for pooling resources and directing funds to  
          NAFA and Special Services projects of highest need.  The  
          assessment is dependent upon the availability of profits and a  
          satisfactory cash liquidity condition (working capital) at the  
          unit.  See Encl. (10) for the mandatory quick ratio benchmark. 
 
|      e.  Unit Share.  The unit share is an incentive share of the  
          profits retained by the unit for approved NAFA and Special  
          Services projects.  Spending plans must not jeopardize the NAFA's  
          cash liquidity position. 
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  3.  Distribution of Profits. 
  
      a.  Priority of Profit distribution. 
  
          (1)  Profits will be distributed in this sequence: 
  
               (a)  35% retained earnings. 
  
               (b)  Coast Guard Trust Fund assessment. 
  
               (c)  District assessment. 
  
               (d)  Unit share. 
  
          (2)  Exception.  A unit unable to meet the quick ratio test  
               and at the same time submit the assessments required above  
               can unilaterally reduce the assessments in reverse priority  
               order until the quick ratio test is met.  The unit must  
               submit a letter to district commander (f) explaining the  
               cause and propose a solution to the liquidity problem.  The  
               district is responsible for absorbing shortfalls in Trust  
               Fund assessments. 
  
      b.  Consolidations of Funds.  When unit working capital financial 
          conditions are satisfactory, districts may consolidate NAFA funds  
          in these categories: 
  
          (1)  Reserves for Replacement of Fixed Assets. 
  
          (2)  District assessment for program needs. 
  
  4.  Coast Guard Trust Fund Assessment.  The annual assessment  
      includes: 
  
|     a.  NAFA Assessment. 
| 
|         (1)  NAFA insurance assessment recovers costs of workmen's 
|              compensation, general liability, crime, fidelity, short term 
|              disability, and property coverage to the NAFA program. 
| 
|         (2)  NAFA overhead assessment allocates the costs of Headquarters  
|              NAFA salaries, operating expenses, NAFA management training  
|              programs, and the NAFA management information system. 
| 
|         (3)  The assessment factor is determined by dividing the total of  
|              NAFA insurance and overhead costs by total NAFA sales.  The  
|              assessment is computed by multiplying this factor by local  
|              annual sales revenues. 
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  4-b.    Special Services Assessment. 
  
          (1)  Special Services insurance assessment recovers cost of  
               workmen's compensation, general liability, fidelity, and  
               selected property coverage to field Special Services  
               Activities.  Field remittances provide reimbursement to the  
               Trust Fund from the benefiting district and Headquarters  
               unit Special Services programs.  The computation is based  
               on actual field activities reported in the annual Special  
               Services insurance reports. 
  
          (2)  Special Services Profit Redistribution ensures each unit  
               or district is provided with a portion of the available  
               NAFA profits for Special Services programs.  The algorithm  
               is based on local NAFA sales and the number of authorized  
               military billets supported with local funds.  The algorithm  
               is: 
  
               1%x(Local Annual Sales - (Avg. CG Sales/billet) X (Local  
               billets)) 
  
          (3)  Each district office is responsible for apportioning and 
               collecting its share of Coast Guard Trust Fund assessment. 
  
      c.  Assessments must be remitted and accounted for as follows: 
  
          (1)  Remittances are apportioned on a quarterly basis,  
               consolidated by district offices or Headquarters units and  
               mailed to Commandant (G-FNM) within 30 days after the end  
               of the NAFA fiscal quarter.  Grants are apportioned and  
               mailed by Commandant (G-PS) in the same manner.  Mail  
               requests for special apportionment to Commandant (G-FNM) or  
               (G-PS), as appropriate. 
  
          (2)  Accounting Treatment. 
  
               (a)  NAFA Insurance will be entered on line 9 of the  
                    NAFA Results of Operations Report (CG-5228). 
  
               (b)  NAFA Overhead will be entered on line 14 of the  
                    NAFA Results of Operations Report (CG-5228). 
  
               (c)  Special Services Insurance will be included in line  
                    7 of the Morale Fund Financial Statement (CG-2985). 
  
               (d)  Special Services Profit Redistribution will be  
                    entered on line 14 of the NAFA Results of Operations  
                    Report (CG-5228) when the assessment is positive.  When  
                    a grant is received, the income will be included on  
                    line 2 of the Morale Fund Financial Statement  
                    (CG-2985). 
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                        AUTHORIZED FUNDING SOURCES 
  
| A.  GENERAL.  This enclosure provides specific policy and guidance 
|     for the use of appropriated funds (APF) and non-appropriated 
|     funds (NAF) for the operations of the Coast Guard Exchange 
|     System (CGES) and individual exchanges (CGX). 
|  
| B.  DEFINITIONS. 
|  
|     1.  Appropriated Funds (APF).  Funds appropriated by the 
|         United States Congress for the purpose of conducting the 
|         business of the government. 
|  
|     2.  Non-Appropriated Funds (NAF).  Government funds derived 
|         from sources other than those appropriated by Congress. 
|  
|     3.  Coast Guard Exchange System (CGES).  The Coast Guard's 
|         system of retail and service profit centers operated for 
|         the benefit of authorized patrons.  CGES generates profits 
|         necessary to be self-sustaining and to provide 
|         supplemental funding for servicewide Morale, Welfare, and 
|         Recreation (MWR) programs. 
|  
|     4.  Coast Guard Exchange (CGX).  The retail/service profit 
|         center(s) established at an individual Coast Guard unit. 
|  
|     5.  Coast Guard Exchange System (CGES) Funds.  NAF revenues 
|         generated and retained by CGX's or CGES through business 
|         operations, i.e., sales, vendor allowances, interest 
|         income, concession income, manufacturers' rebates, etc. 
|  
|     6.  Coast Guard Exchange System (CGES) Assets.  Cash and 
|         investments held by CGES and CGX's.  Also, property 
|         purchased and maintained by CGES and CGX's, i.e., 
|         inventory, equipment, supplies, real property, vehicles, 
|         etc. 
|  
|     7.  Command and Control Supervision.  The managerial functions 
|         of planning, organizing, directing, coordinating, and 
|         controlling the overall operations of CGES programs and 
|         CGX operations consisting specifically of program, 
|         fiscal, logistical, and other management functions that 
|         are separate from the daily working level activities and 
|         tasks of CGES.  Command and control positions within the 
|         decentralized management organization of CGES include 
|         CGES Officers and Managers, Assistant CGES Officers and 
|         Managers, and CGX and Club Managers.  These positions 
|         provide rotation, training, and career progression 
|         opportunities not otherwise available. 
|  
|     8.  Direct Funding Support.  Support which is provided for 
|         the direct management, administration, and operation of a 
|         specific CGES/CGX facility or activity. 
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| B.  9.  Indirect Funding Support.  Support typically provided 
|         unit-wide and which mutually benefits both CGES/CGX and 
|         unit operations, programs, and activities. 
|  
| C.  POLICY. 
|  
|     1.  The Coast Guard policy on the use of funds, appropriated 
|         and non-appropriated, in support of CGES is consistent with 
|         the funding policy of the Armed Forces Exchange Services, 
|         as approved by the House Armed Services Committee. 
|  
|     2.  CGES activities are essential to ensuring a well-rounded 
|         support program for Coast Guard members, their families, 
|         and the military community.  Commands or host units are to 
|         consider them equally with all other missions, programs, 
|         and activities with regard to providing APF support. 
|  
|     3.  CGES activities are primarily self-sustaining and receive 
|         APF support only as authorized in Figure 1 of this 
|         enclosure.  Exceptions to this policy generally are 
|         limited to overseas, remote, or isolated locations.  CGX's 
|         must reimburse supporting units for APF expenditures, 
|         either onetime or recurring, not authorized in Figure 1. 
|  
|     4.  CGES funds are not to be obligated or expended for any 
|         purpose other than as authorized in Figure 1 for CGX 
|         facilities and activities.  The use of CGES funds to 
|         either directly or indirectly support CGMWR programs, 
|         other than quarterly transfers to CGMWR fund accounts as 
|         prescribed elsewhere in this manual, is prohibited. 
|  
|     5.  Unless addressed specifically by contract, a contractor 
|         or concessionaire of CGES who sells authorized products or 
|         services is entitled to the same level of APF support as 
|         would be authorized for a similar CGES-operated activity. 
|  
| Attachment: 
|  
|         Figure 1:  APF and NAF Support Authorizations for CGES. 
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              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
| Under the "APF" and "NAF" columns on Pages 1 through 12: 
|  
|     A = Authorized 
|     N = Not Authorized 
|     A number refers to the corresponding footnote on page 12.  
|  
|            EXPENSE CATEGORY                         APF  NAF 
|  
| A.  Direct APF and NAF Support.  Support which is 
|     provided for the direct management, 
|     administration and operation of a specific 
|     CGES/CGX facility or activity. 
|  
|     1.  Military Personnel. 
|  
|         a.  Executive command and control, and                A    N 
|             common support services. 
|  
|         b.  All other functions (persons performing           N    N 
|             these functions must be NAF employees). 
|  
|     2.  Civilian Personnel. 
|  
|         a.  Executive command and control, and                A    1 
|             common support services. 
|  
|         b.  All other functions (persons performing           N    A 
|             those function must be NAF employees). 
|  
|     3.  Travel of Personnel. 
|  
|         a.  Permanent Change of Station (PCS). 
|  
|             (1)  Military and full-time APF employees.        A    N 
|  
|             (2)  Full-Time NAF employees.                     N    A 
|  
|             (3)  Part-Time/Intermittent NAF employees.        N    N 
|  
|         b.  Temporary Duty (TDY and/or TAD) Travel. 
|  
|             (1)  APF employees and military members.          A    1 
|  
|             (2)  NAF employees when travel is directed        A    1 
|                  by higher (above CGES Officer) authority 
|                  and the TDY relates directly to command 
|                  and control or business supported by APF's. 
|  
|             (3)  All other travel by NAF employees.           N    A 
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              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                          APF  NAF 
|  
| A.  3.  c.  Use of Coast Guard Owned or Leased Vehicles. 
|  
|             (1)  For purposes related to command and          A    N 
|                  control or the provision of command 
|                  support services. 
|  
|             (2)  Other use.                                   N    2 
|  
|     4.  Transportation of Things. 
|  
|         a.  APF Purchased Goods.  Applies to              A    N 
|             transoceanic and inland transportation  
|             of U.S. or foreign goods. 
|  
|         b.  NAF Purchased Goods. 
|  
|             (1)  Transoceanic. 
|  
|                  (a)  United States Goods.  Applies to    A    1 
|                       the movement of goods to and from 
|                       CONUS sea and aerial ports of 
|                       debarkation to the first destination 
|                       overseas, including Alaska, Hawaii, 
|                       and Puerto Rico, and to the first 
|                       foreign destination (including Guam 
|                       and overseas territories of the United 
|                       States) for goods stocked and 
|                       redistributed or procured from Alaska, 
|                       Hawaii, or Puerto Rico. 
|  
|                  (b)  Foreign Goods.  Applies to foreign  A    1 
|                       areas where commercial transportation 
|                       is not available on a reasonable 
|                       schedule. 
|  
|             (2)  Inland. 
|  
|                  (a)  Foreign areas where commercial          A    N 
|                       transportation is not readily 
|                       available, and in combat zones. 
|                       Movement of U.S. goods within 
|                       foreign countries from port of 
|                       embarkation to first destination 
|                       or bulk breakdown point.  Includes 
|                       the movement of goods to isolated 
|                       locations. 
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              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                      APF  NAF 
|  
| A.  4.  b.  (2)  (b)  Movement of goods between Coast            A    1 
|                        Guard units because of unit closure 
|                        or relocation; or to safeguard goods 
|                        under emergency conditions, e.g., 
|                        hostile threat or natural disaster. 
|  
|         c.  Household Goods.  Applies to the authorized 
|             transportation of household goods for either: 
|  
|             (1)  APF personnel.                                  A    N 
|  
|             (2)  NAF personnel.                                  3    A 
|  
|     5.  Utilities and Rents. 
|  
|         a.  Utilities.  Applies to heat, steam, water, 
|             gas, electricity, air conditioning, and 
|             other utility services for facilities used 
|             primarily for CGES activities. 
|  
|             (1)  CONUS. 
|  
|                  (a)  All-hands/consolidated, enlisted,         A    N 
|                        and chief petty officer messes and 
|                        clubs.  Also, when essential food 
|                        service is supplied by an officers 
|                        club, the pro rata share for such 
|                        service. 
|  
|                  (b)  All other.  (May be initially paid        N    A 
|                        by APF subject to NAF reimbursement. 
|  
|             (2)  Outside CONUS.                                 A    N 
|  
|         b.  Rents.  Applies to the use or possession of 
|             non-CG lands, buildings, and other 
|             improvements and installed equipment for a 
|             specified period through contract, lease 
|             agreement, or other legal instrument when 
|             authority is granted through appropriate 
|             channels. 
|  
|             (1)  In foreign countries.                        4    1,4 
|  
|             (2)  All other.                                     N    4 
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            APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                       APF  NAF 
|  
| A.  6.  Other Services. 
|  
|         a.  Maintenance and Repair.  Maintenance applies 
|             to the recurrent day-to-day maintenance of a 
|             government-owned facility, its installed 
|             equipment, and its premises in such condition 
|             that it may be used effectively.  Repair 
|             applies to the restoration of a facility to 
|             such a condition that it may be used 
|             effectively. 
|  
|             (1)  CGES Activity Operations.  Work                   N    A 
|                  to be accomplished within that facility 
|                  in support of the CGES program such as 
|                  repair and maintenance of wall covering, 
|                  painting, lighting, and carpeting. 
|  
|             (2)  Grounds Maintenance.  Work required to            A    1 
|                  maintain surrounding building grounds, 
|                  roadways, parking areas, etc. 
|  
|             (3)  Facilities Maintenance. 
|  
|                  (a)  Work required to maintain and                A    1 
|                       repair facility systems that are 
|                       considered an integral part of the 
|                       facility structure (electrical, 
|                       mechanical, heating and air 
|                       conditioning, plumbing, roofing, 
|                       foundations, doors, windows, etc.) 
|                       or damage to the facility interior 
|                       resulting from failure of a facility 
|                       system, or to meet health and safety 
|                       requirements, etc. 
|  
|                  (b)  Maintenance and repair work                  A    1 
|                       required to prevent or correct all 
|                       life safety deficiencies. 
|  
|                  (c)  Maintenance and repair work required         A    1 
|                       to ensure the structural and 
|                       operational integrity of building 
|                       components (such as roofing, 
|                       foundations, ceilings, floors, walls, 
|                       windows, doors, etc.), and installed 
|                       building equipment and systems (such 
|                       as plumbing, heating, ventilating, 
|                       cooling, air conditioning, electrical, 
|                       fire protection, and security, etc.) 
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              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                        APF  NAF 
|  
| A.  6.  a.  (3)  (d)  Maintenance and repair work                  A    1 
|                        required to preserve the exterior 
|                        of a facility. 
|  
|             (4)  Equipment Maintenance.  Maintenance, 
|                  repair, or overhaul of the following: 
|  
|                  (a)  Government-owned APF equipment               A    1 
|                       either on loan to CGES or purchased 
|                       with NAF funds and title has been 
|                       transferred to the Coast Guard. 
|  
|                  (b)  Equipment acquired with NAF funds            N    A 
|                       and held as CGES property. 
|  
|         b.  Minor Construction.  Erecting, adding,                 5    6 
|             expanding, altering, converting, replacing, 
|             or relocating an existing facility. 
|  
|     7.  Construction.  Erection, installation, or 
|         assembly of a new facility; the addition, 
|         expansion, extension, alteration, conversion, 
|         or replacement of an existing facility; or 
|         the relocation of a facility.  Construction 
|         includes equipment installed in, and made a 
|         part of, such facilities and related site 
|         preparation, excavation, filling, and 
|         landscaping or other land improvements. 
| 
|         a.  Administrative offices.                               A    1 
|  
|         b.  Exchange facilities located in designated             A    1 
|             military conflict areas, or within 
|             hospitals, housing, or other APF construction 
|             project facilities in which an exchange is 
|             deemed essential for mission support. 
|  
|         c.  CGES logistical facilities outside the U.S.           A    1 
|             (such as administration buildings, storage 
|             and maintenance facilities, laundry and dry 
|             cleaning plants, plants, bakeries, dairies, or 
|             similar facilities, etc.) used in support of 
|             the military mission. 
|  
|         d.  All other CGES facilities.                           N    A 
|  
|         e.  Banks at locations where on-base services            7    7 
|             are required and banking operations are 
|             determined to be non self-sustaining. 
|  
|         f.  Commercial ventures and franchise operations.        7    7 
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             APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|            EXPENSE CATEGORY                                     APF  NAF 
|  
| A.  7.  g.  Other private operations facilities                   7    7 
|             (including thrift shops). 
|  
|         h.  Credit union.                                         7    7 
|  
|     8.  Purchase of Real Property.  Acquisition cost of         4    1,4 
|         land, buildings, and other fixed improvements. 
|  
|     9.  Other Supplies.  Applies to expendable items 
|         that are consumed or lose their identity when 
|         used, or whose low value do not require the 
|         same accountability required for equipment. 
|         Included in this group are clothing, 
|         organizational tools, administrative and 
|         housekeeping supplies, etc. 
|  
|         a.  Executive command and control.  Common                A    1 
|             support services.  Enlisted, all-hands/ 
|             consolidated, and chief petty officer 
|             clubs.  Officers clubs, if supplies are 
|             authorized items of issue to military 
|             dining facilities. 
|  
|         b.  All other supplies.                                   N    A 
|  
|    10.  Equipment.  Applies to the acquisition of any 
|         item of equipment, furniture, or furnishings 
|         for purposes as follow: 
|  
|         a.  Executive command and control, and common             A    1 
|             support services.  Enlisted, all-hands/ 
|             consolidated, and chief petty officer clubs. 
|             Officer clubs, if equipment is authorized item 
|             of issue to military dining facilities. 
|  
|         b.  Surplus and/or excess government equipment.           A    1 
|  
|         c.  All other equipment.                                  N    A 
|  
|    11.  Merchandise, Service, and Equipment for Resale            8    A 
|         or Rent.  Merchandise, services, and equipment 
|         procured by a CGX or the CGES program for resale 
|         or rent to authorized patrons. 
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  Encl. (9) to COMDTINST M7010.5 
 
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                       APF  NAF 
|  
| B.  Indirect APF and NAF Support.  Support typically 
|     provided unit-wide and which mutually benefits both 
|     CGES/CGX and unit operations, programs, and activities. 
|     (Note:  Fund authorizations remain as stated below if, 
|     in specific situations, the support described is 
|     provided directly rather than indirectly.) 
|  
|     1.  Utilities.  Applies to heat, steam, water, 
|         sewage, gas, electricity, air conditioning, and 
|         other utility services when support unit-wide 
|         facilities and functions. 
|  
|         a.  CONUS. 
|  
|             (1)  If metered or capable of being feasibly      -      - 
|                  pro rata charged, same as A.5.a.(1). 
|  
|             (2)  If not metered or unable to be feasibly          A    N 
|                  pro rata charged. 
|  
|         b.  Outside CONUS.                                        A    N 
|  
|     2.  Communications. 
|  
|         a.  Electronic Communications.  Applies to all 
|             forms of electronic communications (e.g., 
|             telephone, teletype, television, on-base 
|             telecommunications cable).  Includes public 
|             access and networking system, or other types 
|             of electronic media provided the CGES program 
|             and facilities. 
|  
|             (1)  Command management functions, such as           A    N 
|                  statistical data gathering and 
|                  reporting, and for communications with 
|                  other commands, headquarters, DOT and 
|                  other government agencies. 
|  
|             (2)  Programs outside CONUS when deemed to be        A    N 
|                  in the best interest of the government. 
|  
|             (3)  Facilities that support mandatory               A    N 
|                  military functions as an adjunct to 
|                  the CGES missions. 
|  
|             (4)  Resale and collections when the                 N    A 
|                  principal function of the communication 
|                  is to procure items for resale and 
|                  collection of income for merchandise or 
|                  services sold.  (Note:  The use of APF 
|                  message traffic to ships deployed to 
|                  collect debts owed CGES is authorized.) 
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  Encl. (9) to COMDTINST M7010.5 
  
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                      APF  NAF 
|  
| B.  2.  a.  (5)  Other communications capabilities.               A    1 
|  
|         b.  Postal Service, Mail Indicia, and Postage. 
|  
|             (1)  Official Communications.  Applies to 
|                  support by government postal organizations 
|                  and systems for the dispatch of official 
|                  mail and rental of post office boxes in 
|                  providing domestic, international, or 
|                  military postal service relating 
|                  exclusively to the business of the U.S. 
|                  Government.  Includes civilian personnel 
|                  actions such as recruitment, retention, 
|                  termination, and other actions related to 
|                  the CGES program. 
|  
|                  (a)  Within and between government               A    N 
|                       agencies. 
|  
|                  (b)  Persons and private commercial              A    N 
|                       agencies not related to the sale 
|                       of goods and services. 
|  
|             (2)  Resale Operations.  All correspondence           N    A 
|                  directly related to resale operations. 
|                  Includes customer surveys, promotional 
|                  announcements, and communications 
|                  regarding the procurement of items for 
|                  resale and collection of income for 
|                  merchandise or services sold.  (Note: 
|                  Inclusion of this type of correspondence 
|                  in envelopes/packages of official 
|                  communication for which APF pays postage 
|                  is prohibited.) 
|  
|     3.  Printing and Reproduction.  Includes work done 
|         on printing presses, lithographing, and other 
|         duplicating related to binding operations, 
|         photography, microfilming, formats and forms, 
|         development, editing and graphics. 
|  
|         a.  Sale of Merchandise and Internal Operations.          N    A 
|             Services directly relating to the sale of 
|             merchandise or collection of funds resulting 
|             from the sale of goods, merchandise, or services. 
|  
|         b.  All Other Printing and Reproduction Services        . A    1 
|  
|     4.  Other Services. 
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  Encl. (9) to COMDTINST M7010.5 
  
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|           EXPENSE CATEGORY                                       APF   NAF 
|  
| B.  4.  a.  Education and Training.  Pertains to the 
|             advancement of job knowledge, development of 
|             skills, and improvement of abilities of CGES 
|             personnel. 
|  
|             (1)  All education and training provided to              A   1 
|                  APF personnel and to NAF employees 
|                  serving in command and control or 
|                  common services support positions. 
|  
|             (2)  For NAF employees not serving in command            A   1 
|                  and control or common services support 
|                  positions, but when the education or 
|                  training is related to either of these 
|                  purposes. 
|  
|             (3)  For both APF and NAF personnel when                 A   N 
|                  attendance is directed or mandated 
|                  by the Coast Guard. 
|  
|             (4)  All other.                                          N   A 
|  
|         b.  Auditing Services.  Relates to the independent 
|             examination, review, and evaluation of the 
|             records, controls, practices, and procedures 
|             in the area of financial and operational 
|             management of the CGES program by DOT or Coast 
|             Guard components, audit organizations, or 
|             independent public accountants. 
|   
|             (1)  Work done by DOT or Coast Guard audit               A   N 
|                  organizations as part of assigned 
|                  functions. 
|  
|             (2)  All other.                                          A   1 
|  
|         c.  Data Automation.  Applies to automated data 
|             processing system development or operation 
|             (e.g., personnel, equipment, supplies). 
|  
|             (1)  Command supervision and responsibility              A   1 
|                  for review and analysis and as necessary 
|                  for required command reporting. 
|  
|             (2)  Internal activity management exclusively            N   A 
|                  for CGES resources and resale. 
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  Encl.  (9)  to COMDTINST M7010.5 
 
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|            EXPENSE CATEGORY                                      APF   NAF 
|  
| B.  4.  d.  Financial Management Services.  Relates to 
|             those services that reflect the preparation 
|             of APF and NAF budgets, provide accounting 
|             for financial management data, facilitate the 
|             preparation of financial reports, and provide 
|             for management review and analysis to ensure 
|             proper control over all the resources that 
|             support the CGES program. 
|  
|             (1)  Functions required for command                     A   1 
|                  supervision, management review, and 
|                  analysis to ensure control over APF and 
|                  NAF resources. 
|  
|             (2)  Functions required for the internal                N   A 
|                  operations of the CGES program. 
|  
|         e.  Civilian Personnel Office Assistance or 
|             Administration. 
|  
|             (1)  Technical advice and counsel for NAF               A   1 
|                  personnel management. 
|  
|             (2)  Routine personnel administration and               A   1 
|                  related personnel matters for the NAF 
|                  workforce when no additional incremental 
|                  APF costs are incurred. 
|  
|         f.  Legal Services. 
| 
|             (1)  Services and assistance provided the               A   1 
|                  CGES program by or through headquarters, 
|                  MLC, or district legal staffs. 
|  
|             (2)  Internal civilian staff as integral                A   A 
|                  element of a CGX or CGES. 
|  
|         g.  Procurement Services. 
| 
|             (1)  Technical advice and assistance                    A   1 
|                  provided by headquarters or an MLC, 
|                  district office, command, or host unit 
|                  to assist CGES or CGX management in the 
|                  procurement of goods and services with 
|                  NAF funds. 
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  Encl.  (9)  to COMDTINST M7010.5 
  
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|            EXPENSE CATEGORY                                      APF   NAF 
|  
| B.  4.  g.  (2)  Routine procurement of goods and                    9   A 
|                  services (with NAF funds), provided 
|                  there are no additional incremental 
|                  APF costs (source development, 
|                  preparation of procurement documents, 
|                  negotiations of prices, contract 
|                  administration and audit with related 
|                  procurement functions). 
|  
|         h.  Custodial and Janitorial Services. 
|  
|             (1)  Administrative spaces; exchange                     A   N 
|                  activities located in designated 
|                  military conflict areas and within 
|                  hospitals, housing, or other APF 
|                  construction project facilities; 
|                  exchange logistical facilities outside 
|                  the U.S. which support the military 
|                  mission; enlisted and all-hands/ 
|                  consolidated clubs and essential 
|                  feeding portions of officer clubs. 
|  
|             (2)  All other.                                          A   A 
|  
|         i.  Common Services.  Those services required 
|             to protect the health and safety of 
|             participants, employees, and CGES and CGX 
|             resources.  Such indirect, overhead services 
|             include but are not limited to fire protection 
|             (including physical security of buildings such 
|             as alarm systems and security bars); pest 
|             control; trash and garbage removal; sewage; 
|             snow removal; safety; repair and cleanup of 
|             underground storage tank leaks; environmental 
|             compliance; medical, veterinary, and sanitation 
|             inspections; property disposal services; and 
|             rescue operations. 
|  
|             (1)  In CONUS, trash and garbage removal                N   A 
|                  services for resale activities and for 
|                  officer clubs which do not provide 
|                  essential feeding services. 
|  
|             (2)  All other.                                         A   N 
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  Encl.  (9)  to COMDTINST M7010.5 
  
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
|            EXPENSE CATEGORY                            APF   NAF 
|  
| B.  5.  Other Operational Expenses.  Includes the cost of    A  A 
|         types of resources not otherwise provided for, 
|         such as investments and loans, grants, subsidies 
|         and contributions, insurance claims and indemni- 
|         ties, interest and dividends, and payments instead 
|         of taxes, if such resources are included in 
|         operations appropriations.  Includes costs incurred 
|         incident to the performance of functions related to 
|         executive control and essential command supervision. 
|  
|     6.  Architectural and Engineering Services. 
|         Applies to professional services that include 
|         the necessary consultations, preparation of 
|         preliminary studies, analysis, cost estimates, 
|         working drawings, specifications, interior 
|         design and decoration, and the inspection and 
|         supervision services required for the 
|         construction, alteration, or repair of real 
|         property facilities. 
|  
|         a.  For APF construction.                               A   1 
|  
|         b.  For installation master plan projects              A   1 
|             that include CGES facilities as part of 
|             the overall plan. 
|  
|         c.  For NAF construction, provided no additional       A   1 
|             manpower authorizations are required. 
|  
|         d.  All other.                                         N   A 
|  
| FOOTNOTES: 
|  
| 1.  NAF funds are authorized if APF funds are not available. 
|  
| 2.  Authorized only if reimbursement is made to APF based on 
|     actual cost or agreed-upon terms. 
|  
| 3.  Authorized if in conjunction with the permanent change of 
|     station (PCS) of a NAF-paid employee serving in command and 
|     control position, as directed by appropriate authority; or, 
|     otherwise, on a reimbursable basis. 
|  
| 4.  Specific Commandant approval required.  Address requests to 
|     Commandant (G-PXM). 
|  
| 5.  Authorized for the following:  the correction of health and 
|     life safety deficiencies, such as installation of a sprinkler 
|     or fire alarm system, environmental compliance, or removal of 
|     asbestos; work required or included in the unit master plan. 
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  Encl.  (9)  to COMDTINST M7010.5 
  
              APF AND NAF SUPPORT AUTHORIZATIONS FOR CGES 
  
| FOOTNOTES (cont'd):  
|  
| 6.  Commandant (G-PXM) approval required if total project cost 
|     is anticipated to exceed $25,000. 
|  
| 7.  Private or other non-government funds required; neither APF 
|     nor NAF are authorized. 
|  
| 8.  APF authorized only to reimburse CGX's for costs incurred in 
|     managing, distributing, selling, and after-sale of military 
|     clothing and other appropriated funded items. 
|  
| 9.  When item/service can be purchased via existing APF contract. 
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  Encl. (10) to COMDTINST M7010.5, CH-11 
  22 JUN 1982 

  
                    KEY FINANCIAL RATIOS OF COMMON EXPERIENCE 
  
  A.  General. 
  
      Key financial ratios, the range of common Coast Guard experience, the  
      data mid-point (median), and performance benchmarks have been  
      identified in order to provide command with key indicators of  
      financial performance and to allow comparisons against the  
      statistical profile of other Coast Guard units with similar sales  
      volumes and product mixes.  The ratios are "indicators" of 
      performance which should be viewed collectively in any analysis of  
      the business entity.  A problem area indicated by one ratio would  
      normally be reinforced by other ratios which also would be outside  
      the range of normal tolerance. 
  
  B.  Suggested use of ratios. 
  
      The following methodology is recommended: 
  
          1.  Compute actual financial ratios. 
  
          2.  Compare against the established benchmarks. 
  
          3.  Compare against Coast Guard experience for the applicable  
              unit sales volume. 
  
          4.  Compute inventory to sales ratio for each selling department  
              or activity. 
  
          5.  Compare against benchmark (or weighted average combination)  
              for the retail product lines stocked by the activity. 
  
          6.  Compare against Coast Guard unit experience. 
  
          7.  Analyze differences from the benchmark to determine what is  
              causing the variance.  (e.g. working capital low, inventory  
              higher than required by sales volume, etc.) 
  
          8.  Since many of the ratios complement one another, look for  
              supporting indications.  (e.g. Quick ratio low, net  
              profit/net working capital higher than normal, inventory to  
              net working capital higher than normal.  If liquidity  
              problems are indicated the unit most probably has difficulty  
              paying bills on time and at very least cannot take advantage 
              of prompt payment discounts.) 
  
  C.  Definitions 
  
      1.  Range.  The spread between the highest and lowest ratios of  
          Coast Guard units within a specific sales volume. 
 
      2.  Median.  The statistical middle point in the distribution of  
          data.  One-half of the data is above the median and one-half is  
          below the median.  It is not the same as mean or average. 
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      3.  Current Ratio.  Current Assets (Line 18 from form CG-5228A,)  
          are divided by total Current Liabilities (Line 9).  Current  
          assets are the cash, notes, accounts receivable, merchandise  
          inventories and securities.  Current Liabilities consist of the  
          total of all debts falling due within one year.  This is one test  
          of solvency.  Minimum acceptable 2.5:1. 
  
      4.  Quick Ratio of Acid Test.  This ratio is a more severe  
          measure of liquidity than the current ratio, since it eliminates  
          inventory and prepaid items from consideration.  It assumes that  
          the NAFA's ability to meet its current debts in an emergency  
          depends on its "quick" assets - its cash and readily marketable  
          securities and receivables.  The traditional rule of thumb i 
          that the minimum for this ratio should be 1 to 1, which implies  
          that current liabilities are covered by quick assets.  The ratio  
          is obtained by dividing Line 8 (Cash Assets) by Line 9 (Current  
          Liabilities) from form CG-5228A. 
  
      5.  Net Profits on Net Sales.  This ratio is obtained by dividing  
          Line 23 (Net Profits) by Line 1 (Unit Sales) from form CG-5228.   
          Minimum acceptable is 5% except as indicated in Encl. 16. 
  
      6.  Net Profits on Net Working Capital.  This ratio is computed  
          by dividing Net Profits by Net Working Capital.  Net Working  
          Capital is the excess of Current Assets over Current Liabilities  
          (form CG-5228A, Line 18 less line 9) and represents the cushion  
          available to the business for carrying inventories, in some cases  
          receivables, and for day-to-day financing.  This ratio then  
          reflects the contribution of net profits to business liquidity. 
          20 - 30% is considered good for annual performance. 
  
      7.  Net Sales to Net Working Capital.  Divide Net Sales by Net  
          Working Capital.  This serves as a guide to a units ability to  
          turn its Working Capital and its levels of operating funds.  Four  
          to seven times is considered good for annual performance. 
  
      8.  Current Liabilities on Net Worth.  Computed by dividing  
          Current Liabilities by Net Worth.  A potential problem exists  
          when this relationship exceeds 100 percent, which indicates that  
          creditors (vendors) have a greater equity in the NAFA than the  
          Coast Guard unit. 
  
      9.  Inventory on Net Working Capital.  Merchandise Inventory, as  
          reflected on Line 12 (CG-5228A) is divided by Net Working  
          Capital.  This indicates inventory balance and true capital  
          liquidity.  Ordinarily this ratio should not exceed 100 percent  
          or day-to-day operating capital is impaired.  The ceiling for  
          grocery annexes ranges higher to 150%. 
  
     10.  Inventory to Sales (Monthly).  This ratio is computed by  
          dividing inventory at the end of month (Line 4 on Form CG-5528)  
          by total cost of goods sold (Line 5 on Form CG-5228) divided by  
          three (3) for a monthly inventory to sales ratio.  (Empirically  
          stated:  EOM Inventory/(Total cost of goods sold/3).)  If the  
          retail inventory method is used, the ratio is computed by  
          dividing inventory at end of month by total sales divided by  
          three (EOM Inventory/(Total Sales/3).)  See Enclosure (45) for  
          more specific definition and use. 
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     11.  Inventory Turnover.  This term is used to refer to the number  
          of times the average inventory was disposed of during a specified  
          period.  It is properly determined by dividing the total cost of  
          goods sold by the average inventory ((Beginning inventory plus  
          ending inventory)/2) computed from Form CG-5228.  This ratio is a  
          measure of efficiency on the capital investment in inventory. 
  
  D.  Benchmarks of Performance.  The following benchmarks apply to  
      Coast Guard NAF Activities: 
  
            RATIO                         BENCHMARK    
  
      1.  Current Ratio                    Minimum 2.5:1 
      2.  Quick Ratio                      Minimum   1:1 
      3.  Net Profit/Net Sales             Minimum 5% except as modified in  
                                            Encl (16) 
      4.  Net Profit/Working Capital       20% to 30% on annual basis 
      5.  Net Sales/Working Capital        4 - 7 times on annual basis 
      6.  Current Liabilities/Net Worth    Maximum 100% 
      7.  Inventory/Working Capital        Maximum 100% except grocery  
                                            annex at 150% 
      8.  Inventory to Sales and Turnover 
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  Encl.  (11) to COMDTINST M7010.5,  CH-6 
  19 MAR 1981 

  
                          NAFA CAPITAL IMPROVEMENT PLAN 
  
  1.  INTRODUCTION. 
  
      A five year NAFA Capital Improvement Program (CIP) is to be developed and 
      implemented by District Commanders and Commanding Officers of Headquarters 
      Units.  The Capital Improvement Program should provide guidelines for 
      identifying necessary maintenance, expansion and/or replacement of NAFA 
      equipment, fixtures and buildings.  It should also define procedures for 
      requesting and funding these projects from NAFA sources and reference 
      existing procedures to request and fund projects from appropriated fund 
      sources (OG-30, OG-43 and AC&I).  A model plan is provided in this 
      enclosure and may be used by cognizant authority for implementing a NAFA 
      Capital Improvement Program. 
  
  2.  DISCUSSION 
 
      a.  NAFA facilities need to be maintained at an acceptable level to 
          enable the NAFA program to continue to realize the desired service 
          and fiscal results.  The costs of new construction, acquisition, 
          expansion or improvement of any NAFA activity are proper charges to 
          appropriated funds, and these funds (AC&I, OG-43, or OG-30) should be 
          pursued before resorting to the use of NAFA monies.  Regardless of 
          the source of funds, support documentation as outlined in the 
          Planning and Programming Manual (COMDTINST M16010.1), the Civil 
          Engineering Manual (COMDTINST M11000.1), and the Shore Facilities 
          Planning Manual (CG-380-5) will be adhered to for NAFA Capital 
          Improvement projects. 
  
      b.  Repairs and maintenance necessary for maintaining safe and attractive 
          facilities are included in the Capital Improvement Program.  These 
          are expenses recorded as Other Direct Expenses in the NAFA budgeting 
          and reporting packages. 
  
  3.  Source of NAFA funds for Capital Improvement Projects.  The two areas in 
      the NAFA Budget Program that accumulate funds for use in the CIP are the 
      Provision for Asset Replacement (1% of sale) and Retained Net Profit  
      (35%). 
  
  4.  Project Approval Authority. 
  
      a.  Approval authority for NAFA CIP projects funded from appropriated 
          funds shall be in accordance with the Coast Guard Directives listed 
          in paragraph 2.a above. 
  
      b.  Approval authority for NAFA CIP projects funded from non-appropriated 
          funds are as follows: 
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  4.  b.  (1)  Unit Approval - Any NAFA CIP project less than $5,000.  The unit 
               approval level must be granted in writing by cognizant authority. 
  
          (2)  District Approval - Any NAFA CIP project less than $75,000. 
  
          (3)  Headquarters Approval - Any NAFA CIP project greater than 
               $75,000 or that requires a commercial loan. 
  
  5.  Capital Improvement Program Project Defined.  The following qualify as CIP 
      projects. 
  
      a.  Projects where labor, installed property, material, or contracted 
          services (including architect/engineering services) exceed $5,000. 
  
      b.  Individual items with a cost in excess of $1,000.  Includes such 
          items as forklifts, lawn mower tractors, vehicles, etc. 
  
      c.  All retail store or warehouse (stockroom) fixtures and office 
          equipment for specific projects greater than $5,000 or any individual 
          item greater than $1,000. 
  
      d.  Exterior/interior decorating such as removable walls, spotlights, 
          major signs, draperies, etc., which do not become a permanent part of 
          the real property but exceed a cost of $1,000 and have a life 
          expectancy greater than one year. 
  
  6.  Repair and Maintenance Projects Defined.  Those projects which do not 
      qualify for inclusion in the CIP as described in paragraph 5 above are 
      considered repair and maintenance projects. 
  
  7.  Implementation of CIP Projects.  All projects are initiated at the 
      activity level via the Facility Improvement Survey (Figure 11-1) then 
      proceed to the Unit Improvement Action/Funding Plan (Figure 11-2). 
  
      a.  Facility Improvement Survey - the means by which an individual 
          activity manager reviews the physical needs of their activity and 
          identifies what is needed and when it is needed.  This format also 
          provides for the separation of costs for capitalization and expense 
          items.  Approximately 30 days prior to preparation of the Annual NAFA 
          Budgets for the ensuing year, NAFA officers/managers will provide 
          each activity manager a Facility Improvement Survey form for each 
          activity.  The survey shall be used to identify all work that is 
          required to insure a desirable appearance; to maintain all aspects of 
          safety and security; and to improve efficiency of operation.  While 
          the form is generally self-descriptive, some discussion is necessary. 
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  7.  a.  (1)  After completing the headings, managers will make a physical 
               trip through each activity, checking each item listed in Figure 
               11-1 as either satisfactory or requiring work. 
  
          (2)  Since this program will cover up to five years, and the work 
               required may not be urgent, managers will complete column (2) 
               with their opinion as to the budget year when the actual work 
               should be accomplished (FY 81, 82, etc.).  Column (2) will also 
               be used to specify which quarter of the selected fiscal year is 
               best for the work to be accomplished.  This permits the manager 
               to schedule work for slow vs busy periods based on personal 
               knowledge. 
  
          (3)  Columns (3), (4), and (5) are used to assign the work according 
               to the account to which it appropriately belongs since in some 
               cases a major project may be developed via the survey.  This 
               action also provides a simple means of isolating repair and 
               maintenance work as defined in paragraph 6 above.  Managers will 
               use columns (3), (4), and (5) to enter their estimate of the 
               actual cost for that line item of work.  This estimate should be 
               based on sound judgement and frequently is available from the 
               unit's public works office. 
  
          (4)  Columns (6) and (7) are used to compile total dollar figures for 
               the next budget year by each line item and are then added down 
               to signify totals which may be considered for capitalization or 
               expense.  Only the total applicable for the coming fiscal year 
               is to be considered when relating these costs to the cumulative 
               dollar values appearing in the "Retained Earnings" and "Funds 
               for Asset Replacement" positions of the Annual Budget. 
  
          (5)  Column (8) is used to compile total dollar figures for all 
               planned expenditures, both capitalized and expense, for the next 
               5 years. 
  
          (6)  Completed surveys will be submitted by activity managers to the 
               NAFA officer for review and consolidation on the Unit 
               Improvement Action/Funding Plan. 
  
      b.  Unit Improvement Action/Funding Plan (Figure 11-2) - prepared by the 
          NAFA officer/manager based on the facility improvement surveys 
          submitted by activity managers.  The action plan is a consolidation 
          of the facility surveys and serves to sort out the projects into 
          three areas.  Planned time phasing of these projects is also 
          accomplished at this time. 
  
          (1)  Repair and maintenance, expense projects. 
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  7.b.    (2)  Capital Improvement projects to be performed without requiring 
               submission of a planning proposal, project proposal report, or 
               structalt (under $75,000 and no commercial loan). 
  
          (3)  Capital Improvement projects requiring submission of 
               planning/project documents. 
  
      c.  Upon receipt of the facility improvement surveys for all unit 
          activities, the NAFA officer/manager will take the following actions: 
  
          (1)  Post all projects in activity sequence to the unit improvement 
               action/funding plan, utilizing activity codes established for 
               budget and report purposes (RA, RB, BA, BB, etc.).  Each fiscal 
               year shall be listed in successive order on the unit improvement 
               action/funding plan.  The data from the facility improvement 
               plan will readily transmit to columns (2) Activity; and (6), 
               (7), and (8) with a total value to be entered in column (9). 
  
          (2)  A project title will be entered in column (3) for each project; 
               i.e., Club Renovation, Office Equipment. 
  
          (3)  Project numbers column (4) which are necessary for later control 
               and project submission purposes are then assigned. 
  
                    Example:  Cape Cod Air Station Grocery Project  = 201GA80-1. 
                    201 denotes the unit, GA is the major grocery section; 81 
                    is the fiscal year and 1 is the first listed project on the 
                    plan.  Since the activity codes are NAFA - peculiar, no 
                    other definition is required.  Repair and maintenance 
                    expenses need not be assigned a project number. 
  
          (4)  For Headquarters Units, indicate the source of funding; i.e., 
               AC&I - OG-43, OG-30, or NAFA in column (5).  For District Units 
               leave column (5) blank; the source of funding will be determined 
               at the District level. 
  
          (5)  Columns (1) Priority, (10) Beginning Month of Project, and (11) 
               FY/Budget Quarter are subject to the judgement of the NAFA 
               officer.  Having posted all projects on the Action Plan, the 
               NAFA officer then establishes the priority numbers to be entered 
               in column (1) for each project.  Since the NAFA officer will 
               also be aware of the point in time when money will be available 
               to commence each project, columns (9) and (10) can then be 
               completed. 
  
          (6)  District units will provide a copy of the unit improvement plan 
               to the district (fbr) so a district-wide plan for NAFA Capital 
               Improvement can be established.  This can be done by using the 
               unit submissions and following the procedures described above to 
               develop a district Master Improvement Action/Funding Plan. 
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  8.  Districts and Headquarters units will provide unit copies and  a copy of 
      the overall Improvement Action/Funding Plans to Commandant (G-FER) as a 
      part of the Annual Budget Package submission. 
  
  9.  AC&I data sheets (form CG-5069) should be prepared for potential AC&I 
      projects.  Potential OG-43 projects should be entered on the appropriate 
      OG-43 backlog. 
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                          CASH MANAGEMENT 
  
  1.  Purpose.  The Cash Management program provides the rapid  
      collection of system cash receipts into a central bank account and  
      pooling of funds to enhance investment return.  Funds remain in the  
      control of the local custodian and all interest earned is allocated  
      back to units on a quarterly basis, after deductions of bank 
      charges. 
  
  2.  Operation. 
  
      a.  Implementation. 
  
          (1)  NAF activities, Special Service accounts or other 
               non-appropriated fund accounts may join the cash management 
               system by submitting a letter request to COMDT (G-FNM) via  
               the chain of command.  Requisite accounts will be  
               established with the concentration bank. 
  
          (2)  Where several separate checking accounts are maintained at  
               one unit (e.g., NAFA vendor, payroll, Special Services,  
               etc.), a "coordinator" should be appointed to call in  
               deposits and handle questions in the interest of economy of  
               operation. 
  
          (3)  Units will maintain a local bank account for the purpose of 
               depositing receipts and clearing customer checks.  To  
               compensate the local bank, one to two days' average sales  
               receipts can be left in the account.  If this is not  
               adequate compensation, the local bank will contact you.   
               Commandant (G-FNM) is available to assist in the  
               negotiation with the local bank. 
  
      b.  Local Bank Selection Criteria. 
  
          (1)  Banks operate in a competitive environment where Coast Guard 
               NAFA's are viewed as profitable accounts.  These  
               institutions compensate depositors with customer services  
               and/or financial fees in the form of interest.  Bank  
               selection should then be logically based on which  
               institution is willing to pay the highest interest or  
               provide the best service to both the NAFA and the command.   
               Command leverage is in terms of average daily balances which  
               may be left in the bank to compensate for services provided.   
               Banks do compute the costs of providing specific services  
               and are willing to negotiate with their customers.  Typical  
               services required by Coast Guard commands are as follows: 
  
               (a)  Depository Services 
               (b)  Checking Services 
               (c)  Coinage and bill cashing service 
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  2.  b.  (1)  (d)  Cashing military pay checks 
               (e)  Cashing NAFA employee pay checks 
               (f)  Member Automated Clearing House (ACH) 
               (g)  Proximity to the Command. 
  
          (2)  If the full-service bank is not willing to provide the  
               services required by the command, consideration should be  
               given to finding one that will.  A strong posture is  
               recommended-COMDT (G-FNM) is available for assistance in the  
               negotiation process. 
  
      c.  Operation. 
  
          (1)  Cash is deposited daily in the local bank; a toll free phone 
               call is made identifying the unit and amount of deposit.   
               The concentration bank drafts the local bank the next  
               business day, with a Depository Transfer Check (DTC). 
  
          (2)  Funds are removed from the unit account at the concentration 
               bank as the checks written by the unit are presented for 
               payment.  The unit will be earning interest until the checks 
               have cleared the concentration bank. 
  
          (3)  The concentration bank keeps track of deposits to and  
               payments against each individual account.  This information,  
               including daily balances and cancelled checks, is on the  
               monthly bank statements prepared by the concentration bank. 
  
          (4)  If practicable, a payroll account should be opened at the 
               concentration bank to take advantage of payroll check float. 
               This will be cost effective only for larger units. 
  
          (5)  To maximize interest earnings, units should consider mailing 
               vendor payments at the latest possible time.  Cash discounts 
               should generally be taken.  Consider liquidating excess  
               funds tied up in slow moving inventory or receivables. 
  
          (6)  The NAFA Cash Management system user manual is available for 
               participating units through Commandant (G-FNM).  Signature  
               cards and mail deposit envelopes (for vessels) are available  
               from the central bank. 
  
          (7)  To plan system working capital requirements, notify  
               Commandant (G-FNM), whenever planned unit disbursements are  
               to exceed receipts by $50,000 in a five day period.   
               Typically, notice need only be given for non-routine, large  
               disbursements.  Give as much notice as possible. 
  
          (8)  Investment of the central fund will be done by Commandant 
               (G-FNM), following written guidelines approved by Commandant 
               (G-F). 
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  2.  d.  Minority Bank Report.  Commandant (G-FNM) will make the  
          report for all units fully participating in the cash management  
          system.  Any unit having local balances in excess of $5,000 and  
          co-located in a city with a minority bank must submit an  
          individual minority bank report in accordance with current  
          procedures. 
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|                          ACCOUNTING PERIODS 
|  
| A.  PURPOSE.  To prescribe standard accounting periods for NAF 
|     FY91-FY93. 
|  
| B.  REQUIREMENTS.  To minimize potential disruptions, which the 
|     taking of inventories and other end-of-reporting period 
|     duties can have on the busy military payday, all quarters 
|     have been scheduled to end on the Saturday prior to the end 
|     of the month.  All business conducted prior to close of 
|     operations on the final day of the quarter shall be included 
|     in that quarter.  Physical inventories shall be taken before 
|     any business for the next period is conducted.  Activities 
|     that routinely conduct business on Sunday may end their 
|     quarter as of the close of business on the Sunday immediately 
|     following the closing dates shown below.  Submission of 
|     reports is required within 15 working days after the last day 
|     of each accounting period. 
|  
| C.  ACCOUNTING PERIODS.  Accounting periods for FY91 through FY93 
|     are as follows: 
|  
|     NAF FY91              Beginning           Ending 
|  
|     First Quarter         27 January 1991     27 April 1991 
|     Second Quarter        28 April 1991       27 July 1991 
|     Third Quarter         28 July 1991        26 October 1991 
|     Fourth Quarter        27 October 1991     25 January 1992 
|  
|     NAF FY92              Beginning           Ending 
|  
|     First Quarter         26 January 1992     25 April 1992 
|     Second Quarter        26 April 1992       25 July 1992 
|     Third Quarter         26 July 1992        24 October 1992 
|     Fourth Quarter        25 October 1992     23 January 1993 
|  
|     NAF FY93              Beginning           Ending 
|  
|     First Quarter         24 January 1993     24 April 1993 
|     Second Quarter        25 April 1993       24 July 1993 
|     Third Quarter         25 July 1993        30 October 1993 
|     Fourth Quarter        31 October 1993     29 January 1994 
                                                           CH-24 
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                           NON-APPROPRIATED FUND ACTIVITIES 
                        INTERNAL AUDIT AND CONTROL PROCEDURES 
  
  CHAPTER 1.  PURPOSE AND SUMMARY 
  
  A.  PURPOSE. 
  
      1.  This Enclosure contains guidelines and procedures for conducting 
          surveys of internal NAFA command control systems, for conducting 
          audits of specific areas of concern, and for conducting  
          comprehensive audits of all or part of the NAFA entity.  The  
          procedures used must be tailored to fit the situation at hand and  
          to accomplish the objectives of the audit. 
  
  B.  DISCUSSION. 
  
      1.  Internal Control Questionnaire  is a survey which provides specific 
          questions concerning general operations, fiscal control procedures 
          and accounting operations.  It is the initial step of a comprehensive 
          audit and can additionally be utilized by the Command as a check-off 
          list which will identify problem areas requiring further examination 
          and/or specific corrective action. 
  
      2.  Internal Audit Program. 
  
          a.  Provides specific audit procedures that may be used by the 
              internal auditors.  It will be necessary to add, modify,  
              and/or delete audit steps based on the nature of the NAF  
              operation and the extent of existing internal controls. 
  
          b.  Sections of the audit program may be used to review one  
              aspect of the accounting system without performing an entire  
              internal audit. 
  
          c.  Each audit program section contains three parts: 
  
              (1)  Audit objectives state the purpose of doing testwork  
                   in each area.  The auditor will select procedures that  
                   will efficiently accomplish the stated objectives. 
  
              (2)  Internal control features are noted both for NAFA 
                   management use and for the internal auditors.  Stated 

                   or evaluating the NAFA accounting system. 

                   internal controls may be appropriate depending on the  
                   size of the NAFA, number of employees, etc.  These  
                   features should be used only as a guide in establishing  

  
              (3)  Audit procedures to satisfy the objectives for the  
                   audit area are listed in logical order.  Scope of  
                   testwork is generally omitted as the extent of testwork  
                   is left to the discretion of the auditor. 
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  2.  c.      (4)  Internal control principles provide a management  
                   guide to accounting controls. 
  
              (5)  Fraud prevention and identification procedures are  
                   provided for management use.  This should be reviewed in  
                   conjunction with Enclosure (40), Security and Safety. 
  
      3.  Audit workpapers are described, including labeling, tic  
          marks, references and indexing.  Sample workpapers are provided. 
  
  C.  REPORTING. 
  
              (1)  Exit briefings will normally be given to the NAF  
                   activity manager, NAFA Officer, and Commanding Officer  
                   of the cognizant unit.  Findings that are considered too  
                   sensitive for general dissemination should be reported  
                   directly to the Commanding Officer, District (f) and  
                   Commandant (G-FNM) as appropriate. 
  
              (2)  Completed copies of all audit reports should be  
                   forwarded to District (f) and Commandant (G-FNM). 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                         Accountant_______________________ 
                                         Date_____________________________ 
                                         Period Ended_____________________ 
                                         Unit_____________________________ 
                                         Activity_________________________ 
    
  ________________________________________________________________________ 
                  Question                          Yes  No     Remark 
  ________________________________________________________________________ 
  
  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
  A.  GENERAL. 
  
      1.  Does the NAFA have an organization 
          chart? 
  
      2.  Is the accounting routine in accordance 
          with written procedures?  (Enclosures 
          17, 18). 

          accounting, purchasing, receiving, 

  
      3.  Does the NAFA use the prescribed chart 
          of accounts?  (Enclosure 17). 
  
      4.  Are NAFA support functions, i.e., 

          personnel and warehousing, centralized 
          for the unit NAFA? 
  
      5.  Is the accounting department completely 
          separated from: 
  
          (a)  purchasing 
  
          (b)  sales 
  
      6.  Does central NAFA office accounting 
          control over activity offices appear to 
          be adequate? 
  
      7.  Are journal entries adequately 
          explained and/or supported by adequate 
          substantiating documents?  (Enclosures 
          17 and 18). 
  
      8.  Are journal entries approved by an 
          official authorized to do so? 
  
      9.  Does the NAFA use standard journal 
          entries for the regularly recurring 
          monthly closing entries?  (Enclosures 
          17 and 18). 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                         Accountant_______________________ 
                                         Date_____________________________ 

  

  

          limited to employees with designated 

     14.  Are written budgets used for: 

          (a)  Operational expense and cost 

                                         Period Ended_____________________ 
                                         Unit_____________________________ 
                                         Activity_________________________ 
  ________________________________________________________________________ 
                  Question                          Yes  No     Remarks   
  ____ ___________________________________________________________________ 

     10.  Are accounting records adequately 
          safeguarded?  (Enclosures 17 and 18). 

     11.  Is access to accounting records 

          responsibility for such records? 
  
     12.  Does the command approve the specific 
          pricing plan for each activity? 
          (Enclosure 46). 
  
     13.  Are all NAF activities identified, 
          budgeted and reported in accordance 
          with prescribed procedures? 
          (Enclosures 4, 15 and 19). 
  

          (Enclosure 15) 
  

               control? 
  
          (b)  Capital additions? 
  
          (c)  Future cash requirements? 
  
     15.  Are monthly financial statements 
          submitted to management to highlight 
          inventory, expense, or sales 
          problems?  (Enclosure 19). 
  
     16.  Are internal financial statements 
          available promptly (10 days) after the 
          close of an accounting period? 
          (Enclosure 19). 
  
     17.  Are merchandise selling departments 
          established in accordance with 
          Enclosure 45? 
  
     18.  Are sales rung and recorded by 
          merchandise selling department? 
          (Enclosures 18 and 45). 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                         Accountant_______________________ 
                                         Date_____________________________ 
                                         Period Ended_____________________ 
                                         Unit_____________________________ 
                                         Activity_________________________ 
  
  ________________________________________________________________________ 
                  Question                          Yes  No     Remarks 
  ________________________________________________________________________ 
  
     19.  Is an inventory control open-to-buy 
          system maintained monthly/quarterly by 
          department for exchange activities? 
          (Enclosure 18). 
  
     20.  Are there up-to-date approved position 
          descriptions which describe the duties 
          and responsibilities of each 
          position?  (Enclosure 53). 
  
     21.  Are there periodic employee 
          performance evaluations? 
  
     22.  Are all employees required to take 
          regular vacations, their regular 
          duties then being assigned to other 
          employees?  (Enclosure 53). 
  
     23.  Are advisory boards established and 
          utilized.  (paragraph 2A.7) 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                         Accountant  _____________________ 
                                         Date  ___________________________ 
                                         Period Ended  ___________________ 
                                         Unit  ___________________________ 
                                         Activity  _______________________ 
  ________________________________________________________________________ 
                  Question                          Yes  No     Remarks 
  ________________________________________________________________________ 
  
  B.  CASH FUNDS. 
  
      1.  Are all petty cash, change and check 
          cashing funds handled on an imprest 
          basis? 
  
      2.  Is responsibility for each fund vested 
          in only one person and specified in 
          writing by command? 

          and check cashing funds restricted so 

  

  
      3.  Is the Imprest Fund Cashier other than 
          an employee handling remittances from 
          customers and other cash receipts? 
  
      4.  Is the amount of petty cash, change 

          as to require reimbursement at 
          relatively short intervals? 
  
      5.  Are funds adequate? 
  
      6.  Is there a reasonable limit on cash 
          disbursements? 
  
      7.  Are surprise cash audits conducted? 

      8.  Are petty cash vouchers: 
  
          (a)  Prepared for each disbursement? 
  
          (b)  Supported? 
  
          (c)  In ink or typewritten? 
  
          (d)  Fully descriptive of the item 
               paid for? 
  
          (e)  Clearly marked to show the amount 
               paid? 
  
          (f)  Approved by someone other than 
               the petty cash custodian? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
   
                                         Accountant  _____________________ 
                                         Date  ___________________________ 
                                         Period Ended  ___________________ 
                                         Unit  ___________________________ 
                                         Activity  _______________________ 
  
  ________________________________________________________________________ 
                  Question                          Yes  No     Remark 
  ________________________________________________________________________ 
  
          (g)  Receipted by the person receiving 
               the cash? 
  
          (h)  Satisfactorily voided at the time 
               of reimbursement to prevent 
               re-use? 
  
      9.  Is check cashing limited to $100 per 
          person a day? 
  
     10.  Is part of any fund represented by 
          cash in bank? 
  
     11.  Does the cashier, hold a receipt for 
          all petty cash and change funds in 
          hands of employees? 
  
     12.  Are cash and cash items safeguarded 
          until deposit? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                         Accountant  _____________________ 
                                         Date  ___________________________ 
                                         Period Ended  ___________________ 
                                         Unit  ___________________________ 
                                         Activity  _______________________ 
  ________________________________________________________________________                  
                  Question                          Yes  No     Remarks                
  ________________________________________________________________________ 
  C.  BANK ACCOUNTS 
  
      1.  Are bank accounts reconciled promptly 
          each month? 
  
      2.  Is the reconciliation reviewed by the 
          NAFA officer? 
  
      3.  Do reconciliation procedures include: 
  
          (a)  Receipt of bank statements and 
               cancelled checks unopened by bank 
               reconciler? 
  
          (b)  Examination of cancelled checks 
               for authorized signatures, 
               irregular endorsements and 
               alterations? 
  
          (c)  Comparison of dates and amounts 
               of daily deposits as shown on the 
               bank statements with the cash 
               receipts journal? 
  
          (d)  Investigation of bank transfers 
               to determine that both sides of 
               the transaction have been 
               properly recorded on the books? 
  
      4.  Are checks outstanding for a 
          considerable time periodically 
          investigated and a stop payments 
          issued? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant ____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
             Question                     Yes   No       Remark 
  ________________________________________________________________________ 
  
  D.  INVESTMENTS 
  
      1.  If the unit is on the NAFA 
          Consolidated Cash Management system, 
          are funds in local bank accounts kept 
          to a minimum for compensating balances? 
  
      2.  If the unit is not on the Central Cash 
          Management system: 
  
          a.  Are purchases and sales of 
              securities authorized by the NAFA 
              Officer? 
  
          b.  Is a record kept by the 
              accounting department of each 
              security, including certificate 
              numbers? 
  
          c.  Are the securities records: 
  
              (1)  Maintained in sufficient 
                   detail to afford a ready 
                   check on all essential data 
                   of securities at all times, 
                   including the prompt receipt 
                   of income? 
  
              (2)  Kept by persons independent 
                   of those having access to 
                   the securities? 
  
          d.  Are securities periodically 
              inspected and matched with the 
              record by internal auditors? 
  
      3.  Is investible cash maximized by 
          payment of vendor invoices on the last 
          day of the discount period or the 
          allotted term? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  
  E.  INVENTORIES. 
  
      1.  Is a central storeroom or warehouse 
          maintained?  Is access to it 
          restricted? 
  
      2.  Are goods adequately safeguarded 
          against loss by theft and physical 
          deterioration? 
  
      3.  Is survey and disposal of obsolete, 
          unusable, or deteriorated stock 
          approved by the NAFA Officer? 
  
      4.  Does the warehouse notify the 
          accounting department of all receipts 
          by means of receiving reports? 
  
      5.  Are issues/transfers made only against 
          signed requisitions or issue orders? 
  
      6.  Is reasonable control maintained over 
          stationery and other supplies? 
  
      7.  Is a physical inventory taken 
          periodically during the year? 
  
      8.  Is merchandise on hand which is not 
          the property of the NAFA physically 
          segregated and under effective 
          accounting control? 
  
      9.  Do procedures for physical inventory 
          counts provide for: 
  
          (a)  Adequately written instructions? 
  
          (b)  Adequate supervision? 
  
          (c)  Clearly marking such items as 
               damaged and obsolete inventory, 
               scrap, consigned goods, 
               merchandise held for repairs, 
               etc.? 
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                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  
          (d)  All inventory sheets being 
               totaled, dated and signed by the 
               activity manager? 
  
          (e)  The rechecking of counts and 
               descriptions (dual counts)? 
  
          (f)  Giving proper recognition to 
               cut-offs of shipments, receipts 
               and in-transit items? 
  
          (g)  Careful investigation of 
               significant inventory overages 
               and shortages? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  F.  ACCOUNTS RECEIVABLE. 
  
      1.  Are extensions, renewals and 
          write-offs authorized by a responsible 
          official? 
  
      2.  Are statements of open items mailed 
          monthly by an employee who has no 
          access to cash and who is independent 
          of the accounts receivable and billing? 
  
      3.  Does this employee retain control of 
          the statements until mailed? 
  
      4.  Are differences reported by customers 
          routed to this same employee for 
          investigation? 
  
      5.  Are accounts with credit balances 
          closely monitored? 
  
      6.  Are the accounts aged periodically? 
  
      7.  Are accounts which are written off: 
  
          (a)  Adequately controlled? 
  
          (b)  Periodically followed up for 
               collection? 
  
      8.  Are credit memos for returned goods 
          and allowances: 
  
          (a)  Prenumbered and accounted for? 
  
          (b)  Supported by receiving and 
               shipping data for returned goods? 
  
          (c)  Approved by a responsible 
               official? 
  
      9.  Are direct confirmations of accounts 
          receivable obtained periodically by 
          internal auditors or other designated 
          employees? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  
  G.  PROPERTY AND EQUIPMENT. 
  
      1.  Are detailed property records of NAFA 
          assets maintained, either on the 
          property or in the NAFA records? 
  
      2.  Is the capitalization policy (for the 
          differentiation between capital 
          additions and maintenance 
          expenditures) being followed? 
          (Enclosure 11). 
  
      3.  Are fixed asset records balanced at 
          least annually with general ledger 
          control accounts? 
  
      4.  Are annual inventories of NAFA 
          property taken? 
  
      5.  Is prior authorization for capital 
          expenditures required per the NAFA 
          Manual?  (Enclosure 11). 
  
      6.  Is there an effective procedure to 
          insure that surveyed property is 
          removed from the records and that the 
          proceeds from salvage and sales are 
          accounted for? 
  
      7.  Are all capital expenditures either 
          recorded as an asset, or charged to 
          the reserve for asset replacement? 
          (Enclosure 19). 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remark 
  ________________________________________________________________________ 
  
  H.  ACCOUNTS PAYABLE. 
  
      1.  Are all invoices received directly 
          from the mail opened by the persons 
          who process invoices for payment, and 
          is control over the invoices 
          established immediately upon receipt? 
  
      2.  Are duplicate copies of invoices 
          clearly marked immediately upon 
          receipt so as to prevent duplicate 
          payment? 
  
      3.  Does the processing of items for 
          payment include: 
  
          (a)  Check of terms, prices and 
               quantities on invoices against 
               purchase orders? 
  
          (b)  Check of items and quantities on 
               invoices against receiving 
               reports obtained directly from 
               the receiving department? 
  
          (c)  Mathematical check of footings, 
               extensions and discounts? 
  
          (d)  Check of account distribution? 
  
          (e)  Check of freight bills against 
               purchase orders, invoices, etc.? 
  
          (f)  Check of invoices which do not 
               involve materials or supplies 
               (e.g., fees, rentals, power and 
               light, etc.) for approval by 
               designated persons? 
  
          (g)  A final approval for payment? 
  
          (h)  An indication on the vouchers 
               that the above checks and 
               approvals were made? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  
      4.  Is the accounts payable ledger 
          reconciled with the general ledger 
          control account? 
  
      5.  Are statements from vendors regularly 
          compared with Account Payable Ledger? 
  
      6.  Are adjustments of accounts payable 
          (including the writing off of debit 
          balances) required to be supported by 
          the approval of a designated official? 
  
      7.  Are all available discounts taken? 
  
      8.  Are returned purchases controlled in a 
          manner which ensures that the vendor 
          will be charged for them? 
  
      9.  Are there appropriate expense controls 
          for goods and services, not 
          originating from PO's such as 
          utilities, telephones, etc.? 
  
     10.  Are unmatched purchase orders and 
          receiving reports and unvouchered 
          vendor's invoices periodically 
          investigated? 
  
     11.  Is an accounts payable trial balance 
          taken and balanced to the general 
          ledger control at least quarterly? 
          (Enclosure 17). 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No       Remarks 
  ________________________________________________________________________ 
  
  I.  SALES AND CASH RECEIPTS 
  
      1.  Is the recording of cash sales 
          promptly taken under mechanical or 
          numerical control via cash registers 
          or prenumbered sales slips? 
  
      2.  When cash registers are used: 
  
          a.  Do they prepare tape? 
  
          b.  Are the totals of the tapes 
              reconciled with the cash 
              collected? 
  
          c.  If the answer to a. is "no", is 
              the cash register cumulative 
              total reconciled daily with 
              receipts? 
  
          d.  If tapes are rendered, are they 
              retained? 
  
          e.  Are the register reset keys held 
              by the NAFA Officer? 
  
      3.  If sales slips are used: 
  
          (a)  Are they printed prenumbered? 
  
          (b)  Are all numbers accounted for? 
  
          (c)  Is the total of all the slips 
               reconciled with receipts? 
  
      4.  Are cash receipts of all activities 
          collected daily? 
  
      5.  Are all cash registers properly 
          reported and accounted for on a daily 
          basis? 
  
 
 
 

-16- 



  Enclosure (14) to COMDTINST M7010.5, CH-9 
  17 DEC 1981 

  
  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes    No      Remarks 
  ________________________________________________________________________ 
  
      6.  Is there a reconciliation of daily 
          cash receipts to register tapes and 
          other supporting documents?  (Enclosure 
          22). 
  
      7.  Are cash receipts deposited intact 
          daily?  (Enclosure 22). 
  
      8.  Is a separate register drawer/change 
          fund used for each employee?  If not, 
          are the drawers counted or balanced 
          at the close of an employee's shift? 
  
      9.  Are overages and shortages recorded 
          for each activity?  If they are 
          significant, is a breakdown by 
          employee kept to identify repeat 
          offenders? 
  
     10.  Are all checks endorsed for deposit 
          only to the credit of NAFA immediately 
          upon receipt? 
  
     11.  Are the duties of the persons who 
          receive cash receipts independent of 
          the following duties: 
  
          (a)  Posting to receivable ledgers or 
               have any access thereto? 
  
          (b)  Assisting in balancing the 
               receivable trial balances with 
               the general ledger or in 
               preparing aging? 
  
          (c)  Following up delinquent 
               receivables, approving write-offs 
               of receivables as uncollectible, 
               or maintaining control of 
               accounts written off? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                           Accountant_____________________ 
                                           Date___________________________ 
                                           Period Ended___________________ 
                                           Unit___________________________ 
                                           Activity_______________________ 
  ________________________________________________________________________ 
                    Question                     Yes   No        Remarks 
  ________________________________________________________________________ 
  
          (d)  Approving customers' discounts, 
               returns, or allowances? 
  
          (e)  Preparing or recording the 
               billings? 
  
          (f)  Keeping records of or reviewing 
               amounts to be received from 
               miscellaneous sources? 
  
          (g)  Posting to the general ledger? 
  
     12.  Is the office routine so arranged that 
          the cashier is denied access to the 
          accounts receivable ledgers and 
          monthly statements? 
  
     13.  Mail receipts: 
          (a)  Does the mail routine prohibit 
               the delivery of unopened mail to 
               employees having access to the 
               accounting records? 
  
          (b)  Is a record of the money and 
               checks received prepared by the 
               person opening the mail? 
  
          (c)  If so, is this record given to 
               someone other than the cashier 
               for independent verification of 
               daily deposits. 
  
          (d)  Is this record compared with the 
               cash receipts book regularly? 
  
     14.  Other receipts: 
  
          (a)  Are receipts recorded by cash 
               registers or other mechanical 
               devices? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  
  ________________________________________________________________________ 
                Question                           Yes  No     Remarks 
  ________________________________________________________________________ 
  
          (b)  If so, are the machine totals 
               checked independently by the 
               accounting department? 
  
          (c)  Are sales books or receipt books 
               used? 
  
          (d)  If so: 
  
               (1)  Are the slips or receipts 
                    prenumbered? 
  
               (2)  Are the daily totals and 
                    numerical sequence checked 
                    independently by the 
                    accounting department? 
  
               (3)  Are unused slips safeguarded? 
  
     15.  Is there an adequate safeguard against 
          misappropriation of cash through the 
          recording of fictitious discounts or 
          allowances by the cashier? 
  
     16.  Is effective control provided over 
          miscellaneous receipts such as 
          interest, credits, etc., by matching 
          to internal and external documents? 
  
     17.  Is the bank receipt of the deposit 
          forwarded to a person who does not 
          have access to cash receipts and who 
          compares it with cash receipts 
          recorded on the books? 
  
     18.  Are all bank debit and credit memos 
          and deposit items returned as 
          uncollectible received directly and 
          controlled by a person who has no 
          access to cash receipts? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                         Yes  No       Remarks 
  ________________________________________________________________________ 
  
     19.  Is the cashier responsible for the 
          cash receipts from the time they are 
          received until they are sent to the 
          bank? 
  
     20.  Does someone other than the cashier or 
          accounts receivable bookkeeper take 
          the deposits to the bank? 
  
     21.  Are proper physical safeguards 
          employed to protect cash and cash 
          transactions? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                        Yes  No       Remarks 
  ________________________________________________________________________ 
  
  J.  CASH DISBURSEMENTS. 
  
      1.  Are all disbursements, except those 
          from an authorized petty cash fund, 
          made by check? 
  
      2.  Is the practice of drawing checks to 
          "CASH" or "BEARER" prohibited? 
  
      3.  Are supplies of blank checks kept 
          under control during the day and kept 
          locked up at night and during 
          non-working hours? 
  
      4.  Do only persons authorized to prepare 
          or supervise the preparation of checks 
          have access to blank checks? 
  
      5.  Are all voided checks properly 
          mutilated, retained and filed? 
  
      6.  Are checks required to be 
          countersigned above a certain amount? 
  
      7.  Is the signing of checks in advance 
          prohibited? 
  
      8.  Are authorized signatures identified 
          in writing and limited to the NAFA 
          Officer or employees who have no 
          access to accounting records or to 
          cash? 
  
      9.  If there is a "No" answer for the 
          preceding question, is the indicated 
          weakness minimized (1) by dual 
          signatures where both signers review 
          the supporting data or (2) by dual 
          signatures where one signer is 
          independent of the functions in the 
          preceding question and this signer 
          reviews the supporting data? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                     Yes  No          Remarks 
  ________________________________________________________________________ 
  
     10.  Is a check protector used or are 
          checks typed? 
  
     11.  Are all checks completely filled out 
          before they are signed? 
  
     12.  Are vouchers or other supporting 
          documents presented together with the 
          checks submitted for signature? 
  
     13.  Do the signers make adequate 
          investigation before signing checks? 
  
     14.  If a check-signing machine is in use, 
          are the machine and signature plates 
          kept under effective control? 
  
     15.  Are checks mailed out without allowing 
          them to return to the employee who 
          drew the checks or to the accounts 
          payable bookkeeper? 
  
     16.  Are invoices and supporting evidence 
          properly voided or marked so as to 
          prevent reuse after submission for 
          payment? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                      Yes  No          Remarks 
  ________________________________________________________________________ 
  
  K.  PURCHASING AND RECEIVING. 
  
      1.  Are the receiving and purchasing 
          functions entirely separated? 
  
      2.  Are receiving reports prepared in a 
          required format? 
  
      3.  Are purchase orders: 
  
          (a)  Prenumbered, controlled and their 
               use reviewed? 
  
          (b)  Required for all purchases 
               (except small items purchased 
               from petty cash)? 
  
          (c)  Approved by authorized persons? 
  
      4.  Is there an adequate record of open 
          purchase orders and commitments? 
  
      5.  Is information clearly indicated on 
          purchase orders where partial 
          shipments and partial payments are 
          involved to avoid duplicate payment 
          upon completion of the order? 
  
      6.  Are purchase prices approved by a 
          responsible official and are they 
          reasonable considering price 
          limitations, PAB's and VOX's? 
  
      7.  Is the quantity and condition of goods 
          received determined at the time of 
          receipt by someone independent of the 
          purchasing department? 
  
      8.  Is the accounting department notified 
          promptly of purchased goods returned 
          to the vendor? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                      Yes  No          Remarks 
  ________________________________________________________________________ 
  
      9.  Are unmatched receiving reports 
          reviewed periodically and investigated 
          for proper recording? 
  
     10.  Are vendors' invoices registered 
          immediately upon receipt? 
  
     11.  Are invoices checked against purchase 
          orders and receiving reports (as to 
          quantity and condition)? 
  
     12.  Do all incoming shipments pass through 
          a central receiving point? 
  
     13.  Is a copy of the receiving report or 
          other permanent record of receipts 
          kept in the receiving department and a 
          copy furnished to the accounting 
          departments? 
  
     14.  Are all incoming shipments inspected 
          for condition and counted, weighed or 
          measured? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                       Yes  No          Remarks 
  ________________________________________________________________________ 
  
  L.  PAYROLL. 
  
      1.  Are the persons who perform the 
          following functions independent of 
          each other: 
  
          (a)  Approve hours worked. 
  
          (b)  Prepare the payrolls. 
  
          (c)  Distribute the pay. 
  
          (d)  Maintain custody of unclaimed 
               wages. 
  
      2.  Are employees paid by check? 
  
      3.  Are payroll checks prenumbered and 
          accounted for? 
  
      4.  Is the hiring of new employees 
          approved by an appointing official? 
  
      5.  Is the starting and subsequent changes 
          in pay rates approved by the NAFA 
          officer? 
  
      6.  Do all employees punch a time clock or 
          prepare time sheets? 
  
      7.  Are there any indications that time 
          sheets are being prepared completely 
          near the end of a payroll period, 
          rather than on a day-to-day basis? 
  
      8.  If an employee prepares his own time 
          sheet, is it checked and approved by 
          his supervisor? 
  
      9.  Is there a separate personnel 
          department which maintains complete 
          personnel records including wage and 
          salary data? 
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  CHAPTER 2.  INTERNAL CONTROL QUESTIONNAIRE. 
  
  
                                                Accountant _______________ 
                                                Date _____________________ 
                                                Period Ended _____________ 
                                                Unit _____________________ 
                                                Activity _________________ 
  ________________________________________________________________________ 
                Question                     Yes  No          Remarks 
  ________________________________________________________________________ 
  
     10.  Are the payroll register or paychecks 
          verified at regular intervals against 
          the personnel files to ensure validity 
          of all payroll checks? 
  
     11.  Are all wage rates periodically 
          verified to approved position 
          descriptions, Form 50, and wage 
          schedules? 
  
     12.  Is there an adequate check against 
          payments for vacation, etc., in excess 
          of amounts authorized? 
  
     13.  Is the payroll double-checked as to 
          hours, rates, deductions, extensions 
          and footings? 
  
     14.  Are signed authorizations on file for 
          all deductions being made from 
          employees wages? 
  
     15.  Is the payroll bank account reconciled 
          monthly by employees having no other 
          connection with payroll work? 
  
     16.  Does the reconciliation procedure 
          include the comparison of the paid 
          checks with the payroll and the 
          scrutiny of endorsements? 
  
     17.  Are unclaimed wages relatively 
          insignificant? 
  
     18.  Has the individual distributing pay 
          checks been authorized to do so in 
          writing? 
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  CHAPTER 3.  INTERNAL AUDIT PROGRAM 
  
  A.  GENERAL. 
  
      1.  Objectives.  The objectives of any internal audit are to determine 
          whether: 
  
          a.  Financial and other reports are accurate, reliable and fairly 
              present financial data; 
  
          b.  The unit is maintaining effective internal controls; 
  
          c.  The accounting system is operating efficiently and using 
              resources effectively; 
  
          d.  Adequate security exists for the protection of cash,  
              inventories and other assets; 
  
          e.  Accounting procedures adopted from the NAFA Manual (COMDTINST 
              M7010.5, Vol. VII) and other Coast Guard directives are 
              appropriate in the circumstances and are adhered to; 
  
          f.  Sound management practices have been instituted and are being 
              followed. 
  
      2.  Tailor the audit program.  This audit program will constitute  
          the core of any internal audit.  It contains more audit  
          procedures than are necessary for any one audit.  The scope of  
          testwork is not specified, because the program must be "tailored"  
          by the auditors for each audit they perform - both as to  
          procedures and scope - based on the following: 
  
          a.  Size of the NAFA. 
  
          b.  Number of people in the accounting department and resulting 
              segregation of duties. 
  
          c.  Results of external audit work. 
  
          d.  Internal controls noted (they need to be tested again) in: 
  
              (1)  Prior years work papers. 
  
              (2)  Permanent file. 
  
              (3)  Internal control questionnaire. 
  
              (4)  Facilities tour. 
  
          e.  Results of compliance tests. 
  
          f.  Financial statement review and ratio analysis. 
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      3.  Do not perform unnecessary testwork; however, note the  
          rationale when omitting testwork or setting a low scope.  This  
          can be noted directly on the audit program or in the workpapers. 
  
      4.  Add additional audit procedures if needed.  The notation  
          "Indicate any additional procedures:" has been placed at the  
          bottom of each section of the audit program for this purpose. 
  
      5.  Timing.  The majority of the audit work should be performed  
          after the close of the period being audited.  Certain compliance  
          and other work could be performed prior to period end.  Inventory  
          observation should be performed after the close of business on  
          the last day of the accounting period.  Procedures used to  
          discover or evaluate internal controls should be performed as  
          soon as possible during the audit.  These procedures include  
          those listed in paragraph two. 
  
      6.  Small operations.  When auditing a small NAF activity with  
          only one accounting employee, emphasis should be placed on  
          reviewing large numbers of high dollar transactions.  Compliance  
          testwork to establish and verify accounting controls will not be  
          meaningful in reducing substantive testwork.  The tasks indicated  
          with an asterisk are considered the minimum recommended audit  
          steps for a small NAFA. 
  
      7.  Audit objectives. 
  
          a.  Determine by a general review the audit areas requiring  
              special attention by first completing the Internal Control 
              Questionnaire, touring the facility, reviewing financial 
              statements and ratios.  The auditor can then define  
              accounting system strengths and weaknesses and plan for the  
              addition, extension, or elimination of audit work as  
              necessary. 
  
          b.  This section also provides a checklist of administrative  
              items to help complete the audit. 
  
      8.  Internal control features.  While completing procedures in  
          this section, the auditor must make notes of existing or missing  
          control features.  Internal controls will be reviewed in the  
          Internal Control Questionnaire and should be observed during the  
          facilities tour.  When controls are verified or disproved by  
          observation or testwork, the auditor must modify audit procedures  
          to determine the scope of compliance testwork. 
  
      9.  Audit procedures. 
  
          a.  At beginning of audit: 
  
              (1)  A-1:  Review correspondence files, prior period  
                   workpapers and reports, audit program including  
                   modifications for local conditions, and permanent file. 
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              (2)  A-2:  Conduct initial briefing with unit Commanding 
                   Officer/NAFA Officer to review scope and objectives of  
                   the audit, records to be examined, and activities to be 
                   audited.  Discuss assistance needed and cover logistical 
                   problems. 
  
              (3)  A-3:  Note in writing the disposition of matters raised  
                   in prior period's audit report. 
  
              (4)  A-4:  Obtain answers to the "Questionnaire on Internal 
                   Control" (ICQ) by inquiry and observation.  Add/delete  
                   or modify audit procedures based on observations.  Note  
                   that many of the control features in the ICQ will not be 
                   applicable to small NAF activities.  Where there are  
                   less than three people in the accounting department,  
                   appropriate segregation of duties will not be possible.   
                   Completion of the questionnaire may not be necessary. 
  
              (5)  A-5:  If later tests, observations and inquiries do not 
                   support the initial answers to the questionnaire on 
                   internal control and descriptions in the permanent file; 
                   the questionnaire on internal control, permanent file  
                   and audit program should be revised accordingly. 
  
              (6)  A-6:  Tour the facilities.  Obtain an organization chart  
                   of the NAFA.  Note physical control of assets, document 
                   preparation and routing, merchandise receipt controls, 
                   safeguards over inventory, etc.  Adjust audit procedures 
                   accordingly. 
  
              (7)  A-7:  Review quarterly and monthly financial statements  
                   and annual budgets for all activities noting and  
                   comparing trends, ratios, and fluctuations in all  
                   accounts.  Investigate large discrepancies or  
                   fluctuations, document conclusions.  Adjust audit  
                   procedures as necessary. 
  
              (8)  A-8:  Prepare a time budget. 
  
              (9)  A-9:  Consider reviewing workpapers prepared by the 
                   external auditors. 
  
             (10)  A-10 through A-19:  Indicate any additional procedures  
                   to fit the situation at hand: 
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          b.  At end of audit. 
  
              (1)  A-20:  Prepare a draft report.  Note internal control 
                   weaknesses and make cost effective recommendations for 
                   improvement. 
  
              (2)  A-21:  Update, index, and resequence permanent file. 
  
              (3)  A-22:  Have an exit briefing with all concerned parties. 
                   Verbally cover the results of the audit including 
                   constructive recommendations.  Document attendees. 
  
              (4)  A-23:  At the conclusion, on a final pending matters  
                   sheet, list all pending matters (i.e., confirmations not  
                   received, unresolved exceptions, etc.) to be attended  
                   to. 
  
              (5)  A-24:  List any notes for the next audit. 
  
              (6)  A-25:  Indicate any additional procedures. 
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                                               Date/Scope      Initials 
                                               Explanation    ________ 
  
  B.  FINANCIAL STATEMENT AND JOURNAL ENTRIES. 
  
      1.  Audit objectives. 
  
          a.  Ascertain that there is adequate 
              maintenance and support of the 
              General Ledger (G/L). 
  
      2.  Internal control features. 
  
          a.  Documentation for journal entries 
              and adjustments to the trial 
              balance. 
  
          b.  Approval for entries to the G/L. 
  
          c.  Accurate and timely posting from 
              source documents to G/L. 
  
      3.  Audit procedures. 
  
          a.  B-1:  Obtain copy of trial balance 
              as of closing date of year. 
  
          b.  B-2:  Prepare (or have prepared) a 
              working trial balance. 
  
          c.  B-3:  Trace all figures to general 
              ledger. 
  
          d.  B-4:  Ascertain that adjusting 
              journal entries at close of 
              preceding period were properly 
              recorded and that entries 
              requiring reversal were properly 
              made. 
  
          e.  B-5:  For periods not selected for 
              detailed checking, scan journal 
              entries (including monthly entries 
              from books of original entry) for 
              unusual items and investigate. 
  
          f.  B-6:  Scrutinize accounts opened 
              and closed during the period. 
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                                               Date/Scope      Initial 
                                               Explanation    _______ 
  
          g.  B-7:  Select at least 5% of the 
              journal entries for a detailed 
          *   examination.  Review for 
              supporting documentation and 
              accurate posting to the General 
              Ledger. 
  
          h.  B-8:  For periods not selected for 
              detailed checking and for period 
          *   following balance sheet date, scan 
              journal entries for unusual items 
              and investigate. 
  
          i.  B-9:  Review journal.  Are all 
              nonstandard monthly journal 
              entries 
          *   approved by someone other than the 
              person making journal entries? 
  
          j.  B-10:  Ascertain that "net profit 
              available for distribution" has 
              been 
          *   distributed according to current 
              regulations. 
  
          k.  B-11:  Trace all ending trial 
              balance figures to properly 
              indexed workpaper. 
  
          l.  B-12:  Review journal entries 
              proposed as a result of the audit 
          *   with NAFA Officer and head NAFA 
              bookkeeper. 
  
          m.  B-13:  Xerox copy of finalized 
              working trial balance and approved 
              journal entries and transmit to 
              NAFA Officer. 
  
          n.  B-14:  If General Ledger figures 
              do not go directly to financial 
              reports, indicate groupings in 
              "Report" column and agree to 
              report. 
  
          o.  B-15:  Indicate any additional 
              procedures. 
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                                           Date/Scope      Initials 
                                           Explanation     ________ 
  
  
  C.  CASH FUNDS AND PETTY CASH. 
  
      1.  Audit objectives. 
  
          a.  Verify that cash balances as stated 
              in the Statement of Financial 
          *   Condition properly represent cash 
              and cash items on hand. 
  
      2.  Internal control features. 
  
          a.  Ascertain the propriety of 'cash on 
          *   hand' balances. 
  
      3.  Audit procedures. 
  
          a.  Petty cash and small cash funds. 
  
              (1)  C-1:  Obtain or prepare a 
                   schedule of petty cash funds 
              *    including register drawers. 
                   Include the following for each 
                   separate fund: 
  
                   (a)  Amount authorized (in 
                        writing). 
  
                   (b)  Responsible cashier. 
  
                   (c)  Location. 
  
                   (d)  Specific purpose. 
  
                   (e)  Actual amount as of date 
                        of audit. 
  
              (2)  C-2:  Reconcile total amount of 
                   all funds to working trial 
                   balance. 
  
              (3)  C-3:  Review the reports 
                   submitted by the custodian 
  
              (4)  C-4:  Make a surprise cash 
                   count of all funds or randomly 
              *    select several funds.  Review 
                   cash funds as follows: 
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                   (a)  In presence of responsible 
                        cashier, count currency 
                        and reconcile with general 
                        ledger. 
  
                   (b)  List the details (date, 
                        name, description, and 
                        amount) of vouchers, 
                        checks, collections, etc. 
  
                   (c)  Ascertain that non-cash 
                        items are properly 
                        approved and that 
                        supporting data are 
                        adequate. 
  
                   (d)  Obtain explanations of 
                        differences and exceptions 
                        from responsible cashier. 
  
                   (e)  Have responsible cashier 
                        sign count sheet to 
                        acknowledge return of fund 
                        intact. 
  
                   (f)  Have a responsible 
                        official (other than the 
                        cashier) review for 
                        irregular items the list 
                        of vouchers, checks, etc. 
                        included in the count. 
  
                   (g)  Have bookkeeper deposit 
                        checks included in the 
                        count.  Supervise the 
                        mailing or delivery of 
                        deposit to bank. 
  
                   (h)  Ascertain whether any of 
                        the checks are 
                        subsequently dishonored, 
                        and if so, investigate. 
                        (If considered necessary, 
                        have bookkeeper request 
                        bank to notify the 
                        auditors of dishonored 
                        items for approximately 
                        one week after deposit.) 
  
                   (i)  Trace deposit to bank 
                        statement. 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
  
                   (j)  If counting a register 
                        drawer, prove the sales 
                        balance from the prior and 
                        current register readings 
                        and/or submitted reports. 
  
              (5)  C-5:  If surprise cash counts 
                   are not performed or if deemed 
                   necessary, select several petty 
                   cash reimbursement vouchers and 
                   perform the following: 
  
                   (a)  Examine petty cash 
                        disbursement vouchers for 
                        approval, type of 
                        disbursement, signature of 
                        payee, and completeness of 
                        explanation, including 
                        dates when appropriate. 
  
                   (b)  Review the accounting 
                        distribution of petty cash 
                        disbursements. 
  
                   (c)  Observe if receipts are 
                        authorized and approved by 
                        anyone other than the 
                        responsible cashier. 
  
                   (d)  Are disbursement vouchers 
                        and attachments cancelled 
                        immediately following the 
                        signing of the reimbursing 
                        check so that they cannot 
                        be used again? 
  
              (6)  C-6:  Is petty cash kept locked 
                   and under proper security 
              *    conditions? 
  
              (7)  C-7:  Are monthly physical 
                   counts of petty cash funds made 
              *    by the NAFA Officer or his 
                   designee and are shortages 
                   promptly investigated? 
  
              (8)  C-8:  Do custodians have access 
                   to other funds? 
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                                             Date/Scope      Initial 
                                             Explanation     ________ 
  
  
              (9)  C-9:  Points for observation. 
  
                   (a)  Is the cash register 
                        placed in a position that 
                   *    permits the patron to see 
                        the ring-up? 
  
                   (b)  Are the cash register and 
                        operator in their optimum 
                   *    locations? 
  
                   (c)  Note if the cash register 
                        is on the NAFA fixed asset 
                   *    records. 
  
                   (d)  Find the names of 
                        personnel who have the 
                   *    "means" for taking the 
                        register readings.  Note 
                        anything unusual. 
  
                   (e)  Does the cash register 
                        meet the needs in terms of 
                        keys to provide sales 
                   *    analysis, in terms of cash 
                        drawers to make rapid 
                        change of shift and in 
                        terms of capacity for 
                        ring-up? 
  
                   (f)  Observe the safe/safes: 
  
                   * 
  
                        1.  Who has the 
                            combination? 
  
                        2.  If it weights less 
                            than 750 pounds and 
                            holds $1,000 or more, 
                            it is secured to the 
                            floor or wall? 
  
                        3.  Examine the contents 
                            of every compartment 
                            within the safe. 
                            Note anything unusual. 
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                                             Date/Scope      Initials 
                                             Explanation     _______ 
  
  
                        4.  Determine when 
                            changes were made in 
                            safe combinations and 
                            make note of the last 
                            time the combination 
                            was changed. 
  
                   (g)  Does the cashier or 
                        location supervisor count 
                        the change funds daily in 
                        the presence of the 
                        salesperson? 
  
             (10)  C-10:     Indicate any 
                             additional procedures. 
  
          b.  Large Cash Funds. 
  
              (1)  C-20:  Prepare a "Summary of 
                   Cash Funds" with columns as 
                   follows: 
  
                   (a)  Location. 
  
                   (b)  Custodian. 
  
                   (c)  Assigned amount. 
  
                   (d)  Counted amount. 
  
                   (e)  Over/short. 
  
                   (f)  Comments. 
  
              (2)  C-21:  Determine the dates, 
                   within the last year, when the 
                   NAFA Officer conducted 
                   unscheduled verification of 
                   change funds.  Inquire as to 
                   frequency of these unscheduled 
                   verifications.  Select the cash 
                   funds you plan to audit. 
  
              (3)  C-22:  Make surprise counts of 
                   all large funds held in 
                   activity offices before 
                   commencement of working day, 
                   where possible. 
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                                             Date/Scope      Initial 
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              (4)  C-23:  Before entering the 
                   cashier's office, establish the 
                   amount of permanent funds and 
                   temporary funds by reference to 
                   general ledger. 
  
              (5)  C-24:  In an interview with the 
                   activity manager: 
  
                   (a)  Establish an amount of 
                        money that should be 
                        counted out first and then 
                        released to the cashier in 
                        order that he or she may 
                        maintain a minimum of 
                        critical activity during 
                        the period that the actual 
                        cash count is being made. 
  
                   (b)  Arrange to have at least 
                        two people in the 
                        cashier's office in the 
                        event that a continuance 
                        of cashier activity is 
                        necessary. 
  
                   (c)  Obtain a list of all cash 
                        registers, change funds, 
                        sub-authorizations, and 
                        receipts and determine how 
                        the auditor will be able 
                        to get meter readings when 
                        necessary for test counts 
                        of selected areas. 
  
              (6)  C-25:  After entering the 
                   cashier's office.  Explain to 
                   the custodian that you will 
                   count out a "working fund" 
                   which will permit continuation 
                   of critical activities during 
                   the count.  Count the 
                   predetermined amount.  Have 
                   cashier recount to verify 
                   amount.  Obtain a receipt from 
                   the cashier for this temporary 
                   working fund. 
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                                             Date/Scope      Initials 
                                             Explanation     ________ 
  
              (7)  C-26:  Make inquiry of the 
                   custodian as to the nature of 
                   monies and the extent of 
                   commingling. 
  
              (8)  C-27:  Proceed to make the 
                   counts in the presence of the 
                   custodian and get release 
                   signatures for return of funds 
                   intact. 
              (9)  C-28:  Compile the several 
                   counts and balance the counts 
                   in total with amounts. 
             (10)  C-29:  Control undeposited 
                   receipts and see that they are 
                   deposited.  Ascertain whether 
                   any of the checks were 
                   dishonored and if so, 
                   investigate. 
  
             (11)  C-30:  Points of observation. 
  
                   (a)  Observe the safe/safes: 
  
                        1.  Who has the 
                            combination? 
  
                        2.  Examine the contents 
                            of every compartment 
                            within the 
                            safe/safes; note 
                            unusual items. 
  
                        3.  Inquire as to the 
                            changes made in safe 
                            combinations and make 
                            note of the last time 
                            the combination was 
                            changed. 
  
                   (b)  Observe the security of 
                        the area: 
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                                           Date/Scope      Initials 
                                           Explanation     ________  
 
                        1.  Ask about the names 
                            of the persons who 
                            have access to the 
                            main cashier's 
                            office.  Note 
                            anything unusual. 
  
                        2.  Observe the existence 
                            and adequacy of 
                            burglar alarm system 
                            and its application 
                            to all doors, 
                            windows, etc.  Note 
                            any differences. 
  
                        3.  Who has the keys to 
                            the area and can it 
                            be opened by only one 
                            person? 
  
                        4.  Is door to cashier 
                            cage self-closing and 
                            self-locking? 
  
                        5.  Discuss the handling 
                            of each deposit. 
                            Note any control 
                            deficiencies. 

 

 

 

                            Indicate any 
                            additional procedures. 
  
             (12)  C-31:  Indicate any additional 
                   procedures. 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
  D.  BANK ACCOUNTS. 
  
      1.  Audit objectives. 
  
          a.  See that proper cut-offs have been 
              achieved for receipts and 
              disbursements. 
  
          b.  Ascertain that reconciling items 

          c.  Verify the propriety of cash 

  

              between bank and book balances are 
              proper. 
  

              balances recorded on the financial 
              statement. 

      2.  Internal control features. 
  
          a.  Bank reconciliations are being 
              prepared by someone without other 
              receipts or disbursements functions 
              and being reviewed by a management 

              alterations and unusual endorsements. 

              individual. 
  
          b.  Examination of cancelled checks for 

  
          c.  Review and write-off of checks 
              outstanding for more than six months. 
  
      3.  Audit procedures. 
  
          a.  Cash in bank. 
  
              (1)  D-1:  Obtain (or prepare) a 
                   copy of the reconciliation for 
                   each checking account and agree 
                   balances to working trial 
                   balances.  Obtain a listing of 
                   savings account balances by 
                   institution and tie to the 

                   checks to supporting records 

                   reconciling items. 

                   trial balance.  Trace deposits 
                   in transit and outstanding 

                   and ascertain proper cut-off. 
                   Investigate any unusual 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
              (2)  D-2:  Obtain list of authorized 
                   signatures as per bank records 
              *    from each bank in which an 
                   account is carried. 
  
              (3)  D-3:  If considered necessary, 
                   obtain bank cut-off statements, 
                   including cancelled checks up 
                   to a cut-off date, 
                   approximately two weeks after 
                   the audit date. 
  
              (4)  D-4:  Upon receipt of bank 
                   statement and cancelled checks 
              *    as of cut-off date: 
  
                   (a)  Trace bank balance 
                        included on bank 
                        reconciliation to 
                        beginning balance shown on 
                        cut-off bank statement. 
  
                   (b)  Trace deposits in transit 
                        shown on bank 
                        reconciliation to cut-off 
                        bank statement.  Note that 
                        the time lag is reasonable. 
  
                   (c)  Reconcile total credits 
                        per bank statement with 
                        total receipts per cash 
                        receipts book for cut-off 
                        period. 
  
                   (d)  Compare dates and amounts 
                        of daily deposits as shown 
                        on the cut-off bank 
                        statement with the cash 
                        receipts book. 
  
                   (e)  Compare cancelled checks 
                        and debit memos returned 
                        with cut-off statement to 
                        entries in cash 
                        disbursement book as to 
                        number, date, payee, and 
                        amount.  Scrutinize 
                        cancelled checks for 
                        authorized signatures, 
                        irregular endorsements, 
                        and alterations. 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
                   (f)  Sort out cancelled checks 
                        received with cut-off bank 
                        statement that were 
                        recorded in the cash 
                        disbursements book prior 
                        to date of the bank 
                        reconciliation; ascertain 
                        that they are listed as 
                        outstanding. 
   
                   (g)  For cancelled checks and 
                        debit/credit memos which 
                        were received with cut-off 
                        bank statement and 
                        represent transfers 
                        between bank accounts, 
                        ascertain that both sides 
                        of these transactions have 
                        been properly recorded on 
                        the books as of the end of 
                        the accounting period. 
  
                   (h)  Ascertain that outstanding 
                        checks which are material 
                        in amount and did not 
                        clear the bank within a 
                        reasonable period are 
                        proper. 
  
                   (i)  Ascertain that reconciling 
                        items other than 
                        outstanding checks and 
                        deposits in transit are 
                        proper. 
  

  

                        mathematical accuracy of 

                        equals opening balance 

              (5)  D-5:  If the bank statement has 
                   already been received for the 
                   period immediately following 
                   the audit date, obtain such 
                   statements and cancelled checks 
                   and proceed as follows: 

                   (a)  Scrutinize bank statements 
                        for erasures and prove 

                        statements (ending balance 

                        plus deposits less 
                        withdrawals). 
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                                            Date/Scope      Initials 

Explanation     ________ 
  
                   (b)  Run adding machine tape of 
                        cancelled checks and debit 
                        memos and ascertain that 
                        total equals total 
                        withdrawals per bank 
                        statements. 
  
                   (c)  Examine the perforation or 
                        paid date of each check to 
                        ascertain that the check 
                        was paid by the bank 
                        during the period covered 
                        by the bank statements. 
  
                   (d)  Request banks to confirm 
                        deposits during first five 
                        days following balance 
                        sheet date. 
  
              (6)  D-6:  Compare receipts per cash 
                   book with credits per bank 
                   statements for last five days 
                   of period under review and 
                   first five days of cut-off 
                   period. 
  
              (7)  D-7:  Review all stale 
                   outstanding checks with 
                   bookkeeper (checks over six 
              *    months old).  Suggest voiding 
                   checks (at least ones over one 
                   year old). 
  
              (8)  D-8:  Prepare "Proof of Cash" 
                   for a test period.  Base the 
                   length of the test period on 
                   internal control questionnaire 
                   answers and other factors such 
                   as separation of duties for 
                   cash receipts, cash 
                   disbursements, reconciliation 
                   of bank accounts, etc.  Review 
                   reconciling items closely.  Are 
                   all cash transactions going 
                   through general ledger and bank? 
  
              (9)  D-9:  Determine on a test basis 
                   if cash receipts were deposited 
              *    on a timely basis. 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
             (10)  D-10:  Determine if all checks 

                   of these transactions have been 

                        passbook, or recomputing 
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                   are accounted for and if voided 
              *    checks are marked "VOID" and 
                   retained. 
  
             (11)  D-11:  Request confirmation as 
                   of the audit date from all 
                   depositaries with whom the NAFA 
                   did any business during the 
                   period under review. 
  
             (12)  D-12:  Upon receipt of 
                   confirmations from banks or 
                   savings and loans: 
  
                   (a)  Check balances confirmed 
                        to reconciliations. 
  
                   (b)  Ascertain that all other 
                        matters confirmed (notes 
                        payable, assets pledged, 
                        etc.) are reflected in the 
                        records.  Ascertain that 
                        all bank confirmations 
                        requested have been 
                        received. 
  
             (13)  D-13:  For a selected date 
                   prior to audit date, ascertain 
                   that bank reconciliations are 
                   prepared on a timely basis for 
                   all bank accounts and that 
                   reconciliations agree with the 
                   general ledger. 
  
             (14)  D-14:  Tabulate transfers 
                   between bank accounts for five 
                   days before and five days after 
                   close of period under review, 
                   and ascertain that both sides 

                   properly recorded on the books. 
  
             (15)  D-15:  Review interest earned 
                   and interest accruals by: 
  
                   (a)  Tracing earnings to 
                        statements, postings in 

                        for reasonableness. 
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                   (b)  Are current period 
                        accruals reasonable? 
  
             (16)  D-16:  Review general 
                   procedures for cash management 
                   at the NAFA to see that 
              *    investment earnings are 
                   maximized.  Consider: 
  
                   (a)  Taking of cash discounts; 
  
                   (b)  Mailing vendor payments on 
                        the last day due; 
  
                   (c)  Keeping checking account 
                        balances low (unless using 
                        Centralized Cash 
                        Management). 
  
                   (d)  Rolling CD's and other 
                        investments over promptly. 
  
             (17)  D-17:  Indicate any additional 
                   procedures. 
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                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
  E.  INVESTMENTS. 
  
      1.  Audit objectives. 
  
          a.  Verify existence and ownership of 
              securities. 
  
          b.  Determine that interest income has 
              been properly recognized. 
  
      2.  Internal control features. 
  
          a.  Securities show the NAFA as owner. 
  
          b.  Transactions are made directly, or 
              authorized by the NAFA Officer. 
  
          c.  Securities purchased are either 
              direct obligations of the U.S. 
              Government, or are insured by a 
              federal agency. 
  
      3.  Audit procedures. 
  
          a.  E-1:  Prepare a schedule of 
              securities owned as of the balance 
          *   sheet date.  Reconcile to the G/L, 
              tie to the T/B. 
  
          b.  E-2:  Examine securities on hand as 
              close to the audit date as possible. 
  
          c.  E-3:  Request confirmation from 
              holders of securities not on hand 
              (or inspect such securities if 
              considered necessary). 
  
          d.  E-4:  Check replies to request for 
              confirmation. 
  
          e.  E-5:  Obtain and list certificates 
              of deposit and other investments. 
  
              (1)  Who has custody of certificates 
                   of deposit? 
  
              (2)  Are these documents properly 
                   safeguarded? 
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              (3)  Is authority to purchase or 
                   sell vested in more than one 
                   individual? 
  
          f.  E-6:  Compute the accrued interest 
              receivable to the end of the 
              accounting period.  (annual audit 
              only) 
  
          g.  E-7:  Reconcile interest income for 
              the audit period, compute for 
              reasonableness. 
  
          h.  E-8:  Indicate any additional 
              procedures. 
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                                           Date/Scope      Initials 
                                           Explanation     _________ 
  
  F.  TAKING OF INVENTORY. 
  
      1.  Audit objectives. 
  
          a.  The items properly represent 
              merchandise, materials and supplies 
              on hand, in transit, in storage or 
              on consignment that belong to the 
              NAFA. 
  
          b.  The items are valued at cost or sell 
              price, if lower. 
  
          c.  The inventory listings are 
              accurately compiled, extended, 
              footed and summarized.  The totals 
              are properly reflected in the 
              accounts. 
  
          d.  Excess, slow-moving, obsolete, and 
              defective items are reduced to net 
              realizable values. 
  
          e.  Assure proper cut-off of purchases 
              and sales. 
  
      2.  Internal control features. 
  
          a.  That written inventory plans are 
              distributed in advance and provide 
              for: 
  
              (1)  Detailed instructions for each 
                   task. 
  
              (2)  Adequate supervision. 
  
              (3)  Test counts. 
  
              (4)  Segregation of goods to 
                   facilitate counts. 
  
              (5)  Proper identification of goods. 
  
              (6)  Identification of slow moving 
                   or obsolete merchandise. 
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              (7)  Control of merchandise movement 
                   during inventory. 
  
              (8)  Control of inventory sheets and 
                   tags. 
  
              (9)  Proper cut-off procedures. 
  
          b.  Inventory summarization and pricing 
              is double checked. 
  
          c.  Perpetual inventory records are 
              reviewed to verify count. 
  
      3.  Audit procedures. 
  
          a.  F-1:  Determine locations and 
              estimated value of inventory. 
              Obtain copy of inventory 
              instructions and timetable to 
              determine adequacy thereof. 
              Schedule work accordingly.  Pay 
              particular attention to areas with a 
              history of shortages.  Ascertain 
              that procedures are consistent with 
              the NAFA Manual, Enclosure (47). 
  
          b.  F-2:  Observe inventory and review 
          *   as follows: 
  
              (1)  Tour the premises with the 
                   person responsible for the 
                   inventory taking. 
  
              (2)  Ascertain that inventory 
                   instructions are being 
                   followed.  Review the count 
                   sheets and/or tags to be sure 
                   that counts, descriptions, last 
                   operations completed, unit of 
                   measure, etc., are correctly 
                   recorded. 
  
              (3)  Determine that quality and 
                   condition of inventory has been 
                   properly recorded on count 
                   sheets. 
  
              (4)  Make test counts and record a 
                   representative number in the 
                   work papers for later tie-in. 
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                                             Explanation    ________ 
  
              (5)  Record several receiving 
                   transactions before and after 
                   inventory cut-off for future 
                   use in testing inventory 
                   cut-off. 
  
              (6)  See that any obsolete or 
                   damaged merchandise is 
                   recognized and identified for 
                   proper evaluation later. 
  
              (7)  Ascertain whether any consigned 
                   goods are on hand and, if so, 
                   make test counts for later 
                   disposition. 
  
              (8)  Where perpetual records are 
                   readily available (normally 
                   maintained on firearms and high 
                   cost items), compare test 
                   counts made and descriptions 
                   noted with perpetual records 
                   and investigate differences. 
                   Note amount and value of 
                   adjustments. 
  
              (9)  Inspect receiving and shipping 
                   areas to determine whether 
                   items located there have been 

                   inventory, tour the area to 

                   properly counted. 
  
             (10)  Near the conclusion of the 

                   determine that all items have 
                   been counted (and tagged) and 
                   are listed on count sheets. 
  
             (11)  Ascertain that all count tags 
                   or sheets have been properly 
                   controlled.  Account for all 
                   unused or voided count tags or 
                   sheets on a test basis. 
  
             (12)  Discuss with operating 
                   personnel and note any 
                   significant property and 
                   equipment additions or 
                   retirements during the period. 
                   Observe major additions.  If 
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      (12)         selling or receiving is not 
      (Continued)  halted during inventory taking, 
                   ascertain that proper control 
                   is maintained over stock 
                   movements. 
  
          c.  F-3:  Write an over all inventory 
              observation memo to summarize work 
              done and any areas needing follow-up 
              at a later date. 
  
          d.  F-4:  Trace test counts to final 
              inventory listings and reconcile any 
              difference noted. 
  
          e.  F-5:  Test-check extensions and 
              footings on all inventory sheets. 
  
          f.  F-6:  Scan inventory compilation 
              sheets for possible misplaced 
              decimal points and items in 
              erroneous inventory classifications. 
  
          g.  F-7:  Review specific prices for 
              reasonableness including price for 
              the unit of quantity common for that 
              item. 
  
          h.  F-8:  Trace totals of inventory 
              compilation sheets to summaries and 
              foot inventory summary sheets. 
  
          i.  F-9:  Compare totals of final 
              summaries with those recorded in the 
              general ledger trial balances. 
  
          j.  F-10:  Price-test a representative 
              number of items (approximately 10%) 
              by reference to vendors invoices. 
              Note that freight has been included 
              in the cost price and discounts have 
              not. 
  
          k.  F-11:  Test the reasonableness of 
              inventory on hand at year-end by 
              comparing current period gross 
              profit to prior periods.  Determine 
              reasonableness of cost of sales by 
              reference to prior years' cost of 
              goods sold percentages and those of 
              other similar activities. 
  
 
 
 
 

-52- 



  Enclosure (14) to COMDTINST M7010.5, CH-9 
  17 DEC 1981 

  
                                            Date/Scope      Initials 
                                            Explanation     ________ 
  
          l.  F-12:  Compute inventory turnover. 
  
          m.  F-13:  Determine that slow-moving, 
              obsolete and damaged items have been 
              priced at amounts not greater than 
              net realizable value. 
  
          n.  F-14:  Discuss possibility of 
              overstock, damaged or obsolete stock 
              with appropriate operating 
              personnel.  Relate any items noted 
              during the physical observation to 
              this discussion. 
  
          o.  F-15:  Indicate any additional 
              procedures. 
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  G.  INVENTORIES. 
  
      1.  Audit objectives. 
  
          a.  Determine that inventory quantities 
              and valuation are accurate. 
  
          b.  Determine that the physical security 
              of inventory is adequate. 
  
      2.  Internal control features. 
  
          a.  Existence and maintenance of a 
              perpetual inventory system for high 
              cost items. 
  
          b.  Responsibility for inventory and 
              shrinkage control has been fixed to 
              an appropriate individual. 
  
          c.  Transfer and purchase order forms 
              are prenumbered and controlled. 
  
          d.  Periodic physical counts are made 
              though perhaps for only one 
              department within an activity. 
  
          e.  Periodic reviews are made for slow 
              moving items. 
  
          f.  Inventory pricing and extensions are 
              double checked. 
  
      3.  Audit procedures. 
  
          a.  If physical inventory has not been 
              observed, perform the following: 
  
              (1)  G-1:  Obtain the last physical 
                   inventory sheets, and the 
                   inventory instructions and 
                   review for compliance with 
                   Enclosure (47) to the NAFA 
                   Manual. 
  
              (2)  G-2:  Trace selected items from 
                   the physical inventory sheets 
                   to the purchase order file for 
                   price. 
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              (3)  G-3:  Test computation of 
                   extensions. 
  
              (4)  G-4:  Test footings of detailed 
                   sheets and summaries. 
  
              (5)  G-5:  Trace totals to summaries. 
  
              (6)  G-6:  Test perpetual inventory 
                   records as follows: 
  
                   (a)  Test entries on perpetual 
                        records to and from 
                        physical count records. 
                        Also check the perpetual 
                        records against current 
                        inventory quantities. 
  
                   (b)  Test arithmetical accuracy 
                        of perpetual records. 
  
                   (c)  Scrutinize perpetual 
                        records for slow-moving 
                        and obsolete items. 
  
              (7)  G-7:  Ascertain that 
                   slow-moving, obsolete, or 
                   damaged inventory has been 
                   appropriately valued at net 
                   realizable value. 
  
          b.  Perform the following procedures 
              whether or not the physical 
              inventory was observed: 
  
              (1)  G-8:  If the final inventory 
                   listing is as of a date other 
                   than the balance sheet date, 
                   prepare analysis of the general 
                   ledger control accounts for the 
                   intervening period and check 
                   entries to supporting records. 
  
              (2)  G-9:  Ascertain propriety of 
                   purchase cut-off: 
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                   (a)  Request principal 
                        suppliers to furnish as 
                        with a statement of unpaid 
                        invoices and material on 
                        consignment - as of 
                        inventory date (or to 
                        confirm balances payable). 
  
                   (b)  Check replies from 
                        suppliers to accounts 
                        payable and consignment 
                        records, and investigate 
                        differences. 
  
                   (c)  Check receiving cut-off 
                        details to accounts 
                        payable. 
  
                   (d)  For selected periods 
                        before and after inventory 
                        date, check purchase 
                        invoices to and from 
                        receiving records, and 
                        debit memos for purchase 
                        returns to shipping 
                        records. 
  
                   (e)  If inventory-in-transit 
                        items are noted in 
                        accounts payable as of 
                        inventory date, ascertain 
                        that the items have been 
                        added to the physical 
                        inventory. 
  
                   (f)  Test inventory-in-transit 
                        items included in the 
                        physical inventory to 
                        purchase invoices, 
                        receiving reports, and 
                        accounts payable. 
  
                   (g)  Review unmatched receiving 
                        reports and unvouchered 
                        purchase invoices. 
  
              (3)  G-10:  Ascertain propriety of 
                   sales cut-off: 
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                   (a)  Trace daily cash receipt 
                        recaps to the sales and 
                        cash receipts journal for 
                        two to four days prior to 
                        and after the end of the 
                        accounting period.  Note 
                        proper cut-off. 
  
              (4)  G-11:  Perform an analytical 
                   review as follows: 
  
                   (a)  Compute inventory turnover 
                        and gross profit 
                        percentage, compare with 
                        prior periods and explain 
                        significant changes. 
  
                   (b)  If the final inventory 
                        listing is as of a date 
                        other than the balance 
                        sheet date, compute gross 
                        profit percentages from 
                        date of final inventory to 
                        balance sheet date, 
                        compare with percentage 
                        for period preceding final 
                        inventory date, and 
                        explain significant 
                        changes. 
  
                   (c)  Investigate entries of an 
                        unusual nature made to 
                        book inventories during 
                        the period of examination. 
  
              (5)  G-12:  Indicate any additional 
                   procedures. 
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  H.  ACCOUNTS RECEIVABLE. 
  
      1.  Audit objectives. 
  
          a.  To ascertain the propriety and 
              collectibility of accounts 
              receivable balances. 
  
      2.  Internal control features. 
  
          a.  Periodic reconciliation of 
              subsidiary ledgers with general 
              ledger accounts. 
  
          b.  Periodic aging of accounts 
              receivable. 
  
          c.  Effective collection procedures. 
  
      3.  Audit procedures. 
  
          a.  H-1:  Obtain aged listing of 
              balances by individual account. 
          *   Foot the listing and trace the total 
              to the working trial balance. 
  
          b.  H-2:  Request confirmation from 
              debtors by positive and/or negative 
              requests.  Positive confirmations 
              are suggested for all large 
              amounts.  The accounts selected will 
              depend upon the following factors: 
  
              (1)  Adequacy of internal control. 
  
              (2)  Significance of receivables to 
                   the balance sheet. 
  
              (3)  Size, nature, and number of 
                   accounts involved. 
  
          c.  H-3:  It is important that the 
              auditor maintain proper control over 
              the confirmation requests from the 
              time that the selection has been 
              made up to and including deposit of 
              the letters into a mail depository. 
              A record must be made of accounts 
              selected. 
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          d.  H-4:  Send second requests for 
              confirmation where replies to 
              positive requests are not received. 
  
          e.  H-5:  Reconcile all confirmation 
              replies returned. 
  
          f.  H-6:  Investigate requests returned 
              undelivered and replies with 
              differences. 
  
          g.  H-7:  Perform alternative auditing 
              procedures on all nonreplies to 
              positive confirmation requests 
              including undeliverable requests. 
              Alternative procedures should 
              include the following: 
  
              (1)  Tracing of subsequent 
                   collections to the cash 
                   receipts records and to 
                   customer's remittance advices 
                   and other related records. 
  
              (2)  Tracing of items not 
                   subsequently collected to 
                   invoice copies, evidence of 
                   customer purchase, and to other 
                   proof of performance. 
  
          h.  H-8:  Summarize the results of 
              confirmation requests.  Include a 
              brief explanation of the factors 
              that determined the selection of 
              accounts to be confirmed, as well as 
              a brief analysis of the relation of 
              the replies to the total requests 
              made and the total receivables. 
  
          i.  H-9:  Review aging policy and test 
              aging of balances. 
  
          j.  H-10:  Discuss collectibility of 
              receivables with responsible 
              official(s), and review applicable 
              correspondence. 
  
          k.  H-11:  Investigate reason for all 
              credit balances shown in detail 
              listing of accounts receivable and 
              reclassify as a liability, if 
              significant. 
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          l.  H-12:  Check propriety of material 
              transactions in selected accounts 
              for a period of approximately two 
              weeks including balance sheet date. 
  
          m.  H-13:  For period of examination and 
              period following balances sheet date, 
              scan general ledger control for 
              material charge-offs and unusual 
              transactions and investigate. 
  
          n.  H-14:  Accounts receivable from (or 
              investment in) Satellites: 
  
              (1)  Obtain a listing of end of 
                   period accounts receivable 
                   (investment) balances by 
                   Satellite.  Check the balances 
                   and trace to the working trial 
                   balance. 
  
              (2)  Obtain a copy of each 
                   Satellite's "Status of 
                   Satellite Exchange" report for 
                   the last month of the period. 
  
              (3)  Foot the report. 
  
              (4)  Note reasonableness of 
                   inventory and cash balances. 
                   Review current audit reports on 
                   Satellites. 
  
              (5)  Consider visiting Satellites to 
                   verify cash and inventory 
                   amounts on hand. 
  
          o.  H-15:  Accounts receivable - Non 
          *   Sufficient Fund (NSF) checks. 
  
              (1)  Obtain a listing of returned 
                   checks. 
  
              (2)  Verify the balance and trace 
                   the balance to the working 
                   trial balance. 
  
              (3)  Discuss and evaluate the 
                   collection and accounting 
                   procedures with a responsible 
                   official. 
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              (4)  Prepare an aged analysis of 
                   this account. 
  
              (5)  Test check the correspondence 
                   and payment files to determine 
                   debtor acknowledgement of 
                   intent to pay.  Determine 
                   whether prescribed procedures 
                   are being followed.  See 
                   Enclosure (40) to the NAFA 
                   Manual. 
  
              (6)  Review write-off file to see if 
                   employees of NAFA and other 
                   unit operations are included. 
  
              (7)  Determine what continuing 
                   efforts are made after the 
                   account is written off. 
  
              (8)  Discuss the collectibility of 
                   the receivables with a 
                   responsible official.  Propose 
                   an adjustment, if considered 
                   necessary. 
  
          p.  H-16:  Accounts receivable - 
              layaways. 
  
              (1)  Obtain listing of layaway 
                   receivables outstanding as of 
                   end of the period.  Foot 
                   listing and trace to working 
                   trial balance. 
  
              (2)  Select at random approximately 
                   20% of the layaway accounts and 
                   determine the following: 
  
                   (a)  Is the layaway item still 
                        in NAFA control? 
  
                   (b)  Is an account card in file 
                        for every layaway item? 
  
                   (c)  Are payments current? 
  
                   (d)  Are payoff terms being met? 
  
                   (e)  Are layaways returned to 
                        stock according to 
                        procedures? 
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                   (f)  Are balances correct? 
  
              (3)  Review the layaway policies and 
                   determine whether they are 
                   being adhered to. 
  
          q.  H-17:  Ascertain that layaway forms 
              are prenumbered and controlled. 
  
          r.  H-18:  Indicate any additional 
              procedures. 
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  I.  PREPAID EXPENSES AND OTHER ASSETS. 
  
      1.  Audit objectives. 
  
          a.  Balances represent proper charges 
              against future operations and will 
              be realized through future 
              operations. 
  
          b.  The additions are proper charges to 
              these accounts, and represent actual 
              cost. 
  
          c.  Amortization or writeoffs are 
              reasonable under the circumstances 
              and are computed on an acceptable 
              basis consistent with prior periods. 
  
      2.  Internal control features.  In addition 
          to those for purchasing, to review 
          account amortization periodically for 
          accuracy and propriety of balances. 
  
      3.  Audit procedures. 
  
          a.  I-1:  Obtain schedules detailing 
              prepaid expense accounts by type. 
              Foot and trace to working trial 
              balance. 
  
          b.  I-2:  Review reasonableness of each 
          *   account separately by: 
  
              (1)  Comparison with previous month 
                   and any year end balances. 
  
              (2)  Review and evaluate supporting 
                   documentation of account 
                   balance. 
  
              (3)  Ascertain that amortization 
                   rates used during period appear 
                   to be reasonable in the 
                   circumstances, and determine 
                   effect of changes in rates. 
  
          c.  I-3:  Indicate any additional 
              procedures. 
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  J.  FIXED ASSETS. 
   
      1.  Audit objectives. 
  
          a.  The basis upon which the property 
              accounts are stated is proper and 
              has been consistently followed with 
              respect to major categories of 
              property which remain in service. 
  
          h.  The additions during the period 
              under audit are proper capital 
              charges and represent actual 
              physical property installed or 
              constructed; and whether material 
              items which should have been 
              capitalized have been mistakenly 
              charged to maintenance or other 
              expense accounts. 
  
          c.  Provision for asset replacement 
              charges are made in accordance with 
              requirements. 
  
      2.  Internal control features. 
  
          a.  Existence and maintenance of a fixed 
              asset schedule. 
  
          b.  Use of tags or identification 
              numbers on NAFA assets. 
  
          c.  Periodic examination of assets to 
              verify the accuracy of the fixed 
              asset schedule. 
  
          d.  Existence of a policy for 
              distinguishing capital and expense 
              transactions. 
  
      3.  Audit procedures. 
  
          a.  J-1:  Obtain and test or prepare a 
              schedule of fixed assets and 
              accumulated depreciation (if 
              applicable) for the period.  The 
              summary should show additions, sales 
              and retirements.  Reconcile balances 
              with general ledger and detailed 
              fixed asset records.  Tie to trial 
              balance. 
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          b.  J-2:  Vouch additions to underlying 
              purchase invoices, authorization, 
              etc. 
  
          c.  J-3:  Examine supporting documents 
              for surveys.  See that they were 
              properly authorized, gain or loss 
              was recognized if appropriate, and 
              that the amounts removed from the 
              asset and depreciation accounts (if 
              applicable) are accurate. 
  
          d.  J-4:  Test the provision for 
              depreciation (if applicable) for 
              period under review and reconcile to 
              related expense accounts.  Determine 
              that rates are reasonable and method 
              is consistent with the prior period. 
  
          e.  J-5:  Ascertain whether or not spot 
              checks, within the accounting 
              period, have been made by the NAFA 
              Officer to assure that property is 
              being properly safeguarded, used, 
              and kept in good repair. 
  
          f.  J-6:  Ascertain whether 
              discrepancies between the property 
              records and physical inventories 
              were investigated and adjustments 
              approved. 
  
          g.  J-7:  Prepare a random sample 
              listing of property from the 
              property records and check by actual 
              observation to ensure that property 
              is properly tagged and that the 
              records indicate proper location of 
              the items for control and inventory 
              convenience. 
  
          h.  J-8:  Note that property records 
              include the date of purchase, cost, 
              location, and description of the 
              property (including manufacturer's 
              serial number). 
  
          i.  J-9:  Review major repair and 
              maintenance expenses during the 
              period.  Examine supporting 
              documents to ascertain whether such 
              charges should properly be 
              capitalized. 
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          j.  J-10:  Review policy for transfers 
              of equipment purchased by 
              appropriated funds to NAFA 
              accounting records.  Examine related 
              accounts to ascertain whether the 
              stated policy is being consistently 
              followed. 
  
          k.  J-11:  Indicate any additional 
              procedures. 
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  K.  ACCOUNTS PAYABLE. 
  
      1.  Audit objectives. 
  
          a.  The liability is recorded for all 
              merchandise received prior to the 
              audit date. 
  
          b.  The offsetting charge to the 
              accounts payable entry has been made 
              to the proper activity and 
              department (if applicable). 
  
      2.  Internal control features. 
  
          a.  Same features as purchasing. 
  
          b.  Adequate record of receipts under 
              open purchase orders. 
  
          c.  Use and control of prenumbered 
              receiving reports. 
  
          d.  Verification of invoice to purchase 
              order and receiving report prior to 
              approval for payment. 
  
          e.  Effective cancellation of paid 
              invoices. 
  
          f.  Periodic reconciliation of 
              subsidiary ledger with general 
              ledger. 
  
      3.  Audit procedures. 
  
          a.  K-1:  Obtain audit listing of 
              accounts payable as of audit date; 
          *   foot and reconcile total to the 
              general ledger control.  Test 
              listing to supporting records. 
  
          b.  K-2:  Confirm, on test or other 
              basis, with vendors with whom the 
              client has done business. 
  
          c.  K-3:  Reconcile confirmations to 
              listing.  Account for differences 
              and trace to supporting records and 
              documents. 
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          d.  K-4:  If accounts payable 
              confirmation was performed as of a 
              preliminary date: 
  
              (1)  Reconcile control accounts from 
                   date of confirmation to audit 
                   date. 
  
              (2)  Review major reconciling items 
                   on a test basis. 
  
              (3)  Trace accounts payable listing 
                   as of balance sheet date to 
                   supporting documents. 
  
          e.  K-5:  Perform alternative procedures 
              on confirmation non-respondents and 
              a portion of those accounts not 
              confirmed.  Examine the voucher for 
              the next payment to the vendor.  See 
              that the amount accrued as a payable 
              was proper, and that purchases were 
              charged to the proper activity and 
              department. 
  
          f.  K-6:  Review invoices received for 
              the first five days after the 
              preparation of financial statements 
              to determine if they show any 
              indication of receipt or acceptance 
              prior to the statement preparation 
              and if they should have been 
              included as liabilities.  Review, 
              vouch large disbursements on a test 
              basis for an additional twenty days. 
  
          g.  K-7:  Review file of unmatched 
              receiving reports for possible 
              unrecorded liabilities. 
  
          h.  K-8:  Determine the reasons for not 
              settling old accounts (60 days old 
          *   or over). 
  
          i.  K-9:  Investigate large, irregular, 
          *   or disputed items. 
  
          j.  K-10:  Review several paid invoices 
              to determine if they are fully 
          *   supported and stamped or marked paid 
              to prevent duplicate payments. 
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          k.  K-11:  Determine if the government 
              is being paid for the cost of 
          *   utilities consumed. 
  
          l.  K-12:  Note debit balances and 
              investigate their nature and 
              collectability.  Consider 
              confirmation and reclassification. 
  
          m.  K-13:  Indicate any additional 
              procedures. 
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  L.  OTHER LIABILITIES. 
   
      1.  Audit objectives. 
  
          a.  All significant liabilities existing 
              as of the audit date are reflected 
              in the statement at the proper 
              amounts. 
  
          b.  Liabilities are properly described 
              and classified. 
  
          c.  All borrowings have been authorized 
              and made in compliance with 
              established procedures. 
  
      2.  Internal control features. 
  
          a.  Same features as disbursements. 
  
          b.  Periodic review of liability 
              balances to determine propriety. 
  
          c.  All borrowing is authorized by the 
              Commanding Officer. 
  
          d.  Adequate detailed records are 
              maintained to support the general 
              ledger. 
  
      3.  Audit procedures. 
  
          a.  L-1:  Obtain or prepare analysis of 
              notes payable and other debt for the 
          *   year and perform the following 
              procedures: 
  
              (1)  Determine that all terms and 
                   other details are included. 
  
              (2)  Reconcile analysis to general 
                   ledger (balance sheet and 
                   related income statement 
                   accounts) and supporting 
                   records. 
  
              (3)  Test computation of accrued 
                   and/or prepaid interest. 
  
              (4)  Verify interest paid. 
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              (5)  Examine related transactions 
                   during the year. 
  
              (6)  Vouch charges during the period. 
  
          b.  L-2:  Confirm as of balance sheet 
              date with all lenders and banks with 
              whom the NAFA has done business 
              during the year.  Reconcile 
              confirmations with analysis obtained 
              in step L-1, above. 
  
          c.  L-3:  Determine whether or not NAFA 
              has complied with provisions of its 
              loan agreements.  If not, ascertain 
              if waivers of such noncompliance 
              were obtained. 
  
          d.  L-4:  If considered necessary, 
              request confirmation of notes paid 
              off during period. 
  
          e.  L-5:  Obtain and check (or prepare) 
              schedules of (1) amounts withheld 
              from employees, (2) accrued wages, 
              vacation pay, etc., and (3) other 
              accrued liabilities and reconcile 
              with general ledger. 
  
          f.  L-6:  Ascertain propriety of amounts 
              by such means as reviewing 
              calculations and methods of 
              determining accruals, referring to 
              supporting documents, related 
              expense accounts, etc., and 
              comparing with payments subsequent 
              to balance sheet date where 
              applicable. 
  
          g.  L-7:  Compare amounts at end of 
              period with those at end of previous 
              period and account for significant 
              differences. 
  
          h.  L-8:  Ascertain that the balance of 
              remittances payable is both current 
              and accurate. 
  
          i.  L-9:  Indicate any additional 
              procedures. 
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  M.  SALES AND CASH RECEIPTS. 
  
      1.  Audit objectives. 
  
          a.  Proper sales cut-off. 
  
          b.  Proper recording and application of 
              cash receipts. 
  
          c.  Existing internal controls over 
              sales and cash receipts operating 
              effectively. 
  
      2.  Internal control features. 
  
          a.  Required approval of activity 
              manager or NAFA Officer for 
              significant items, such as large 
              markdowns. 
  
          b.  Periodic reconciliation of 
              subsidiary ledgers, such as layaways 
              to control accounts. 
  
          c.  Daily deposit of cash receipts. 
  
          d.  Daily review or audit of cash 
              receipts documentation supporting 
              the daily deposit. 
  
      3.  Audit procedures. 
  
          a.  M-1:  Randomly select a sample of 
              daily cash reports covering reports 
          *   from each location and dates spread 
              throughout the period and perform 
              the following: 
  
              (1)  Foot report. 
  
              (2)  Does it cover only one day 
                   (some minor operations may be 
                   justified in not remitting 
                   daily reports; i.e., 
                   Satellites)? 
  
              (3)  Vouch all entries on the report 
                   to supporting documentation, 
                   such as register tapes, 
                   receipted deposit slips, 
                   credit/refund vouchers, etc. 
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              (4)  Trace daily report to monthly 
                   cash receipts journal and to 
                   subsidiary ledgers, as 
                   applicable. 
  
              (5)  Trace deposit to monthly bank 
                   statement, note promptness of 
                   deposit. 
  
          b.  M-2:  Randomly select two to four 
              months during the period and perform 
              the following tests: 
  
              (1)  Foot and cross-foot cash 
                   receipts journal. 
  
              (2)  Check postings from cash 
                   receipts journal to general 
                   ledger and to other subsidiary 
                   ledgers (e.g. accounts 
                   receivable). 
  
              (3)  Review reasonableness of 
                   distribution. 
  
              (4)  Reconcile total credits per 
                   bank statement with total 
                   receipts per cash accounts and 
                   general ledger. 
  
              (5)  Make note of unusual cash 
                   receipts such as sale of 
                   equipment, repayments of 
                   advances, re-deposits of large 
                   returned checks, etc. 
  
              (6)  If initial controls are 
                   established over daily cash 
                   receipts, compare entries in 
                   such records with entries in 
                   cash receipts book. 
  
          c.  M-3:  Prepare a schedule of 
              exceptions noted during above test 
              and review for: 
  
              (1)  Effect on financial statements. 
  
              (2)  Effect on internal control. 
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          d.  M-4:  For period(s) selected for 
              detailed checking, vouch entries in 
              general ledger cash accounts from 
              sources other than cash receipts 
              book and cash disbursements book. 
  
          e.  M-5:  Obtain mark-up schedules from 
              exchange manager.  Pick, on a random 
              basis, invoice cover sheets and test 
              mark-up by item. 
  
          f.  M-6:  Investigate and evaluate 
              procedures in use for controlling 
              refunds and overrings.  If 
              necessary, prepare a summary of 
              refunds and overrings to determine 
              if any unfavorable trend or pattern 
              exists. 
  
          g.  M-7:  Investigate and evaluate 
              procedures in use for controlling 
              cash overages and cash shortages 
              resulting from cash register 
              readings.  If necessary, prepare a 
              summary of cash overages and 
              shortages to determine if any 
              unfavorable trend or pattern exists. 
  
          h.  M-8:  Evaluate controls for returned 
              checks: 
  
              (1)  Write a brief outline of 
                   procedure in effect or obtain 
                   copy of station order. 
  
              (2)  Test the debits and credits 
                   from the office daily report, 
                   for returned checks and 
                   redeposits, to the sales and 
                   cash receipts journal. 
  
          i.  M-9:  Prepare summary of monthly 
              sales in comparative form with 
              preceding year. 
  
          j.  M-10:  Obtain explanation of 
              material fluctuations in sales. 
              Verify explanations as appropriate. 
  
          k.  M-11:  Indicate any additional 
              procedures. 
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  N.  CASH DISBURSEMENTS. 
   
      1.  Audit objectives. 
  
          a.  Purchased goods have been received 
              and are for NAFA purposes. 
  
          b.  Proper distribution of costs to 
              asset, expense, and other accounts 
              has been made. 
  
          c.  All liabilities for goods received 
              have been recorded. 
  
          d.  Costs and expenses have not been 
              misstated by processing errors. 
  
          e.  Cash disbursements are valid and 
              have been properly recorded. 
  
      2.  Internal control features. 
  
          a.  All goods received are for NAFA 
              purposes. 
  
              (1)  Use and control of prenumbered, 
                   approved purchase orders. 
  
              (2)  Independent review of prices 
                   paid. 
  
              (3)  Adequate record of open 
                   purchase orders. 
  
              (4)  Use and control of prenumbered 
                   receiving report. 
  
              (5)  Physical verification of goods 
                   received. 
  
              (6)  Written receiving copy of 
                   purchase order or receiving 
                   report required before invoice 
                   processed. 
  
          b.  Proper distribution of costs; all 
              liabilities recorded. 
  
              (1)  Check of prices and quantities 
                   received. 
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                   (a)  Check of mathematical 
                        accuracy. 
  
                   (b)  Verification of account 
                        distribution. 
  
                   (c)  Approval for payment. 
  
                   (d)  Effective cancellation of 
                        paid invoices. 
  
              (2)  Periodic reconciliation of 
                   unpaid liabilities with general 
                   ledger balance. 
  
          c.  Cash disbursements valid. 
  
              (1)  Use and control of prenumbered 
                   checks. 
  
              (2)  Properly approved voucher 
                   required for disbursement. 
  
              (3)  Check signing machine 
                   adequately controlled. 
  
              (4)  Dual signature required on 
                   checks when practical. 
  
              (5)  Check signers independent of 
                   purchasing or payables 
                   function, and required to 
                   review supporting documents 
                   before signing. 
  
      3.  Audit procedures. 
  
          a.  N-1:  Obtain numerical file or log 
              of purchase orders for the audit 
              period, and make selective tests of 
              price and terms to PAB or VOX 
              Bulletins (if applicable). 
              Investigate purchases from non-PAB 
              or VOX vendors to determine if 
              prices are excessive to like 
              products available through PAB or 
              VOX vendors.  Note that the NAFA may 
              be unable to meet the minimum order 
              quantities under the PAB or VOX. 
              Keep eyes open for defects, etc., 
              which would result in a charge back. 
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              (1)  Test the accuracy of the 
                   purchase orders by tracing 
                   receipts and issues to the 
                   purchase order. 
  
              (2)  Determine and test the 
                   procedures followed in 
                   ordering, receiving, and 
                   recording direct deliveries, if 
                   applicable. 
  
              (3)  Examine all return purchases 
                   made over the review period, 
                   commenting on the reason for 
                   the return, and verify that 
                   proper procedures have been 
                   followed. 
  
          b.  N-2:  Randomly select a sample of 
              checks issued during the period 
              (suggest a minimum of 50 checks be 
              selected) and perform the following 
              tests. 
  
              (1)  Examine applicable invoices for: 
  
                   (a)  Net payable same as amount 
                        of check. 
  
                   (b)  Accurate mathematics. 
  
                   (c)  Payee same as cash 
                        disbursement journal 
                        listing. 
  
                   (d)  Amounts and Account 
                        distribution accurate. 
  
                   (e)  General reasonableness 
                        (not paying for buggy 
                        whips). 
  
              (2)  Examine applicable cancelled 
                   checks for payee, amount, and 
                   endorsement. 
  
          c.  N-3:  Randomly select two to four 
              months and perform the following 
              tests: 
  
              (1)  Foot all columns of purchases 
                   and (if separate records) cash 
                   disbursements journal. 
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              (2)  Check postings from cash 
                   disbursements journal to 
                   general ledger and other 
                   ledgers. 
  
              (3)  Review reasonableness of 
                   distribution. 
  
              (4)  Compare cash disbursements 
                   supported by a purchase 
                   register with the related 
                   entries in such register. 
  
              (5)  Compare entries in the purchase 
                   register to purchase orders and 
                   receiving reports. 
  
              (6)  Review numerical sequence of 
                   checks, purchase orders and 
                   transfer forms issued during 
                   period.  Are all forms 
                   accounted for? 
  
          d.  N-4:  For period(s) not selected for 
              detailed checking and for period 
              following balance sheet date, scan 
              cash disbursements book and debits 
              on bank statements for unusual 
              items, and investigate.  Scan 
              purchase register (if applicable) 
              for unusual items and investigate. 
  
          e.  N-5:  Prepare a schedule of 
              exceptions noted during above tests 
              and review financial statements and 
              internal control. 
  
          f.  N-6:  Review all significant 
              exceptions with the NAFA Officer. 
  
          g.  N-7:  Prepare a summary of 
              conclusions and recommendations as a 
              result of the audit. 
  
          h.  N-8:  Indicate any additional 
              procedures. 
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  O.  PAYROLL. 
  
      1.  Audit objectives. 
  
          a.  Ascertain that payroll costs have 
              been properly recorded and 
              distributed. 
  
          b.  Verify that payroll costs incurred 
              are for legitimate purposes. 
  
          c.  Determine that payroll costs are not 
              misstated due to processing errors. 
  
      2.  Internal control features. 
  
          a.  Separate individuals approve hours 
              and prepare payrolls. 
  
          b.  Adequate personnel records 
              maintained. 
  
          c.  Proper approval required for 
              additions/deletions to payroll. 
  
          d.  Payments made by check and use of an 
              imprest bank account. 
  
          e.  Check signers independent of other 
              payroll functions. 
  
          f.  Mechanics of payroll preparation 
              rechecked and mathematical 
              calculations re-verified. 
  
          g.  Records maintained of available 
              benefits (e.g., unused vacation, 
              sick leave, etc.). 
  
      3.  Audit procedures. 
  

              (1)  Test-check details of payrolls 

          a.  O-1:  For payrolls selected for 
          *   detailed checking: 
  

                   to most appropriate underlying 
                   data (employee files, W-4 
                   forms, deduction authorization 
                   forms, time cards, etc) as to: 
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                   (a)  Names. 
  
                   (b)  Rates (to wage schedules 
                        and personnel records). 

  

                   payroll. 

              *    canceled checks.  Inspect thoroughly 

              of the regular payoffs, including control 

              all employees listed.  Payroll checks (or 

  

                   payrolls during our visit as a check 

  
                   (c)  Time. 

              (2)  Test extensions and footings on 

  
              (3)  Test distribution and trace totals 
                   to general ledger. 
  
              (4)  Compare payroll entries with 

                   for any discrepancies as to number, 
                   date, payee, and amount. 
  
              (5)  Scrutinize canceled checks for 
                   authorized signatures, irregular 
                   endorsements, and alterations. 
  
              (6)  Ascertain that the payroll has been 
              *    approved by the NAFA Officer. 
  
          b.  O-2:  For payroll(s) not selected for 
              detailed checking, scan payroll register 
              for unusual items and investigate. 
  
          c.  O-3:  Plan a surprise observation of one 

              of payroll records and an accounting for 

              envelopes) should be intercepted after 
              they are ready for distribution. 
              Complete the following procedures: 
  
              (1)  Compare each amount to that shown on 
                   the payroll register. 
  
              (2)  Verify footings. 

              (3)  Verify propriety of checks 
                   distributed prior to the completion 
                   of the payroll. 
  
              (4)  Have an Officer familiar with the 
                   employees but having no connection 
                   with preparation or distribution of 
                   the payroll, approve one or two 

                   against fictitious employee pay 
                   checks. 
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              (5)  List and investigate all 
                   undistributed checks or envelopes. 
                   If time clocks are used, see that 

  

                   valid employees. 

  

 

 

 

                   employees missing for payoff are not 
                   "punched in". 

              (6)  Review any undistributed checks or 
                   envelopes with company personnel as 
                   to safekeeping and reason for 
                   holding.  It is particularly 
                   important that the auditor satisfy 
                   himself that the checks are for 

  
          d.  O-4:  Investigate any extraordinary 
              fluctuations in salaries and wages. 

          e.  O-5:  Ascertain that the number of 
              payrolls corresponds to the number of pay 
              periods. 
  
          f.  O-6:  Prepare a memorandum summarizing 
              your recommendations and conclusions 
              reached as a result of the audit. 
  
          g.  O-7:  Indicate any additional procedures. 
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  P.  OTHER INCOME AND EXPENSES. 
  
      1.  Audit objectives. 
  
          a.  Reported revenues, costs and 
              expenses are properly applicable to 
              the accounting period under 
              examination. 
  
          b.  All material transactions of a 
              non-operating nature have been 
              excluded from operating income or 
              otherwise appropriately treated. 
  
          c.  Revenues, coats and expenses are 
              appropriately classified and 
              described in the statement of income. 
  
      2.  Internal control features. 
  
          a.  General controls relative to 
              management investigation and review 
              of unusual non-recurring 
              transactions are applicable to this 
              area. 
  
          b.  Internal controls of cash 
              disbursement are applicable to this 
              area. 
  
      3.  Audit procedures. 
  
          a.  P-1:  The systematic tests of 
              detailed transactions performed in 
              connection with other procedures 
              (including tests of cash receipts 
              and disbursements, purchases and 
              expenses, payrolls, sales, and tests 
              of purchases cut-offs and sales 
              cut-offs) should not be duplicated 
              here but should be taken into 
              consideration in performing the 
              procedures called for in this 
              section. 
  

              ledger accounts.  Examine the major 

          b.  P-2:  Obtain a monthly schedule of 
              general and administrative expenses 
          *   for the period under examination. 
              Compare the totals in the schedule 
              to the totals in the related general 

              sub-classifications of expenses to 
              determine. 
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              (1)  Whether the amounts and the 
                   relative importance of the 
                   items have varied significantly 
                   from month to month in the 
                   current year. 
  
              (2)  Whether the totals and ratios 
                   correspond reasonably with 
                   those for the preceding year. 
  
              (3)  Investigate and explain any 
                   significant variations.  Vouch 
                   items as appropriate. 
  
          c.  P-3:  Prepare a comparative schedule 
              of revenue and expenses for the 31 
              January current and prior period and 
              review any wide fluctuations with 
              NAFA personnel.  Test accounts that 
              appear unreasonable. 
  
          d.  P-4:  Prepare a carryforward 
              analysis of important operating 
              ratios including gross profit rates, 
              accounts receivable and inventory 

          e.  P-5:  Review prior year's working 

              ascertain that such income earned in 

              recorded.  Consider the adequacy of 

              agreements. 

 

              turnover rates, percent of net sales 
              for various major product lines, 
              etc.  Investigate and explain 
              significant fluctuations from year 
              to year. 
  

              papers for sources and description 
              of non-operating income and 

              the current year has been properly 

              accounting control procedures over 
              significant items of other income 
              not directly related to tangible 
              assets such as scrap sales, 
              container deposits, etc. 
  
          f.  P-6:  Ascertain that revenues are 
              being received for rental or lease 
              contracts, concession contracts, 
              license agreements, etc., in 
              accordance with the terms of such 
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          g.  P-7:  Analyze any other significant 
              miscellaneous income and expense 
              accounts as necessary, noting that 
              all amounts due or owing appear to 
              have been properly paid or accrued. 
  
          h.  P-8:  Indicate any additional 
              procedures. 
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  Q.  NET WORTH. 
  
      1.  Audit objectives. 
  
          a.  Transactions affecting net worth 
              accounts properly recorded. 
  
          b.  Proper matching of profit 
              distribution to the related 
              accounting period. 
  
      2.  Internal control features. 
  
          a.  Authorization of net worth 
              transactions by the NAFA Officer. 
  
          b.  Schedule or budget of required 
              profit distribution transactions, 
              and follow-up of these payments at 
              the appropriate level. 
  
      3.  Audit procedures. 
  
          a.  Q-1:  Schedule all net worth entries 

              that only appropriate use is being 

          c.  Q-3:  Are retained earnings 

 

              during the year for each net worth 
          *   account.  Satisfy yourself regarding 
              the propriety of each transaction. 
  
          b.  Q-2:  Ascertain that the Provision 
              for Asset Replacement entry was made 
              in accordance with regulations, and 

              made of these funds.  Inquire 
              whether a long range plan of asset 
              replacement has been made and if 
              reserves will be adequate to meet 
              projected needs. 
  

              sufficient for the NAFA?  Are 
              sufficient earnings being retained 
              to provide for expansion, asset 
              replacement, building new 
              structures, etc. 
  
          d.  Q-4:  Indicate any additional 
              procedures. 
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  R.  ACTIVITY AUDIT PROCEDURES. 
  
      1.  Audit objectives. 
  
          a.  See that specific control and 
              accounting procedures related to 
              each type of activity are being 
              followed. 
  
      2.  Internal control features. 
  
          a.  Retail. 
  
              (1)  Using perpetual inventory 
                   system for high value items. 
                   (see inventory section of audit 
                   program). 
  
              (2)  Maintaining and reviewing 
                   comparative sales by department 
                   data. 
  
              (3)  Taking inventory by department. 
  
              (4)  Reviewing sales, purchases, 
                   gross profit (if applicable) 
                   and other departmental 
                   information to help identify 
                   and reduce shrinkage. 
  
          b.  Food and bar operations. 
  
              (1)  Portion controls. 
  
              (2)  Frequent inventories, if 
                   possible, holding the 
                   accountability for inventory 
                   levels to one person. 
  
              (3)  Documentation and stores 
                   requisition. 
  
          c.  Service station. 
  
              (1)  Frequent measurement of 
                   inventory and comparison of 
                   inventory used to sales. 
  
              (2)  Daily meter reading and 
                   recording, reconciliation of 
                   daily cash take to gallonage. 
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              (3)  Frequent review and adjustment 
                   of prices in view of 
                   competitors and cost 
                   fluctuation. 
  
          d.  Vending, concessions. 
  
              (1)  Adherence to written agreement 
                   with machine owners. 
  
              (2)  Control over access to vending 
                   equipment. 
  
      3.  Audit procedures. 
  
          a.  Retail. 
          * 
  
              (1)  R-1:  The internal auditor 
                   should make an independent 
                   appraisal of the accounting, 
                   financial and other managerial 
                   controls practiced by the 
                   activity in all phases of the 
                   retail operation including 
                   procurement, warehousing, 
                   transfer to other activities 
                   and through the ultimate sale. 
                   Note and test any deficiencies 
                   observed. 
  
              (2)  R-2:  Evaluate inventory 
                   position in relation to sales 
                   trends and plan, noting any 
                   unusual changes. 
  
              (3)  R-3:  By reference to 
                   comparative reports (preferably 
                   monthly) of this type of retail 
                   activity, make evaluations of 
                   this activity as it relates to 
                   others in terms of: 
  
                   (a)  Retail sales percentages 
                        by department. 
  
                   (b)  Operating profit and 
                        percentage. 
  
                   (c)  Markdowns and markdown 
                        percentages. 
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                   (d)  Stock-turns and 
                        stock-to-sales ratios. 
  
                   (e)  Gross profits, by 
                        department, if available. 
  
              (4)  R-4:  Review the results of the 
                   last physical inventory 
                   regarding: 
  
                   (a)  The amount of the 
                        shortages and its 
                        percentage to departmental 
                        sales.  If shortages 
                        cannot be calculated 
                        directly, compare the 
                        "expected" gross profit to 
                        actual - by department, if 
                        possible.  "Expected" 
                        gross profit can be 
                        determined by knowing the 
                        approximate markups for 
                        the product lines and 
                        their percentage of total 
                        sales. 
  
                   (b)  The aging of the inventory. 
  
              (5)  R-5:  List or describe 
                   deficiencies in forms and 
                   controls used for: 
  
                   (a)  Warehoused items. 
  
                   (b)  Non-warehoused items 
                        (direct issues). 
  
                   (c)  Direct deliveries. 
  
                   (d)  High-unit value items. 
  
                   (e)  Transfers among the 
                        various retail activities. 
  
                   (f)  Returns to vendors. 
  
              (6)  R-6:  Review and evaluate the 
                   physical materials, handling 
                   flow, and related forms and 
                   controls with the 
                   auditor-in-charge. 
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                   (a)  Observe general housekeeping 
                        and security precautions - 
                        doors locked, floor clean, etc. 
  
                   (b)  Observe receiving, marking, 
                        storage, and shipping 
                        procedures.  Merchandise 
                        actually counted.  Tickets 
                        controlled.  Merchandise 
                        transferred. 
  
                   (c)  List selected merchandise over 
                        six months old and seasonal 
                        merchandise and discuss 
                        markdown plans with exchange 
                        merchandise manager. 
  
                   (d)  List selected merchandise with 
                        price changes and trace to 
                        price change records. 
  
      7.  R-7:  Indicate any additional 
          procedures. 
  
          b.  Food and bar operations. 
  
              (1)  R-10:  Matters relating to sanitary 
                   conditions, quality of food 
                   displays, physical lay-out, and 
                   quality of service to customers are 
                   matters for inspection personnel and 
                   will not be reported by the internal 
                   auditor. 
  
              (2)  R-11:  Evaluate controls over stores 
                   requisition, including control of 
                   prenumbered requisition forms. 
  
              (3)  R-12:  Examine and test perpetual 
                   stores records.  Note whether 
                   frequent physical inventories are 
                   being used to reduce shrinkage. 
                   Note any deficiencies in controls 
                   over goods. 
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              (4)  R-13:  Compare "expected" gross 
                   profit to actual for the operation. 
                   Note substantial deviations and 
                   consider additional audit procedures. 
  
              (5)  R-14:  Evaluate monthly (if 
                   available) operating results for 
                   trends in sales volume, operating 
                   profit, markdowns, stock turnover, 
                   stock-to-sales ratios, expense, and 
                   gross profit. 
  
              (6)  R-15:  Examine and test such cost 
                   control forms as are being used. 
  
              (7)  R-16:  Evaluate inventory position 
                   relative to budget and sales.  Note 
                   substantial deviations. 
  
              (8)  R-17:  Indicate any additional 
                   procedures. 
  
          c.  Service station. 
  
              (1)  R-20:  Review contracts and related 
                   correspondence being aware of 
                   authority, termination dates, 
                   renewal dates, settlement dates, 
                   reference to acceptance of credit 
                   cards (including those of other 
                   suppliers), attachments and 
                   amendments to the contract, and 
                   whatever else is considered 
                   pertinent to this phase of the audit. 
  
              (2)  R-21:  Review the operation from 
                   records available in order to 
                   justify any deviation from the below 
                   audit steps. 
  
              (3)  R-22:  Obtain the service station 
                   daily report for the current or 
                   previous day and a number of end of 
                   the month reports (those daily 
                   reports prepared on the last day of 
                   the month). 
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              (4)  R-23:  Obtain delivery tickets for 
                   the same period, adding them to the 
                   opening tank soundings for the 
                   earliest period.  The sum of these 
                   should then equal, after deducting 
                   the closing tank soundings, the 
                   total month-to-date outgo per tank. 
  
              (5)  R-24:  Compare the results in step 
                   R-23, above, with the month-to-month 
                   outgo per meter. 
  
              (6)  R-25:  When the variance in step 
                   R-24, above, exceeds 1/2% of 1% of 

              (7)  R-26:  On a test basis: 

                   sales, review and determine probable 
                   reasons for variance. 
  

  
                   (a)  Verify the mathematical 
                        accuracy of the meter reading 
                        section of the service station 
                        report. 
  
                   (b)  Verify all other entries on the 
                        service station daily report. 
  
                   (c)  Based on these findings, the 
                        auditor shall determine if a 
                        more detailed audit is required 
                        for the period under review. 
  
              (8)  R-27:  Trace the gasoline selling 
                   prices as indicated on the service 
                   station daily report to the posted 
                   prices and the price list as 
                   approved by the NAFA Officer. 
  
              (9)  R-28:  Witness a calibration test, 
                   paying attention to the disposal of 
                   the gasoline used in the test. 
  
             (10)  R-29:  Witness the tank soundings; 
                   however, do not require tank 
                   soundings unless the pumps will be 
                   inactive during this period. 
  
             (11)  R-30:  Witness a daily inventory on 
                   the fuel and motor oil items. 
                   Comment on deficiencies. 
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             (12)  R-31:  Review gasoline credit card 
                   receivables. 
  
                   (a)  Reconcile the general ledger total and 
                        with subsequent transmittals to oil 
                        company. 
  
                   (b)  Scan general ledger sheet for 
                        reasonableness. 
  
                        1.  All entries appear to be "routine 
                            type" entries. 
  
                        2.  Account balance should be 
                            reasonable, with no more than 30 
                            days sales in the month end 
                            balance. 
  
                        3.  Review any "Red Flags" and 
                            follow-up as necessary. 
  
                   (c)  Review following with NAFA Officer: 
  
                        1.  Can balance be "turned into cash" 
                            if credit card sales exceed 
                            purchases? 
  
                        2.  What action is taken on "rejected" 
                            charge card sales? 
  
             (13)  R-32:  Indicate any additional procedures. 
  
          d.  Vending. 
  
              (1)  R-40:  Review contracts and related 
                   correspondence being aware of authority, 
                   termination dates, renewal dates, settlement 
                   dates, collection procedure, amount due the 
                   unit, attachments and amendments to the 
                   contract, change funds, counters, and 
                   whatever else that is pertinent to this 
                   phase of the audit. 
  
              (2)  R-41:  Review the vending operation from 
                   records available in order to justify any 
                   deviation from the below audit steps. 
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              (3)  R-42:  Obtain the master list of vending 
                   machines and physically inspect the 
                   machines.  Trace them to the master list. 
                   Determine that all machines sighted are on 
                   the list and that no machines are on the 
                   list that have not been seen.  Verify that 
                   the machine number and location are in 
                   agreement with the list. 
  
              (4)  R-43:  Summarize the vending receipts from 
                   the office daily report and sales and cash 
                   receipts journal, to the vending cash 
                   collection slip, (or the contractor's form 
                   used in lieu of the cash collection slip). 
  
              (5)  R-44:  Trace the receipts, checking for 
                   timeliness, and the related information such 
                   as meter readings, inventory count or units 
                   sold, to the office daily report. 
  
              (6)  R-45:  Indicate any additional procedures. 
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  S.  REVIEW OF COMPUTER SYSTEMS. 
  
      1.  Audit objective. 
  
          a.  Determine adequacy of controls over computer 
              system processing. 
  
      2.  Internal control features. 
  
          a.  Organization of processing function to 
              maintain proper physical control of input & 
              output, files, processing, etc. 
  
          b.  Segregation of duties within accounting so 
              that Data Processing (DP) personnel do not: 
  
              (1)  Initiate/authorize transactions. 
  
              (2)  Make initial entry of transactions. 
  
              (3)  Make changes to master files. 
  
              (4)  Correct errors that arise outside the 
                   DP department. 
  
          c.  Employees are required to take consecutive 
              vacation or there is a program of rotating 
              duties. 
  
          d.  Adequate security over physical assets. 
  
              (1)  Insurance coverage. 
  
              (2)  Formal disaster plan including a tested 
                   alternate location. 
  
              (3)  Off site back-up files. 
  
              (4)  Security at the building and data 
                   center perimeters limit access to only 
                   authorized individuals. 
  
              (5)  Protection from fire and water damage. 
  
          e.  Documented operating procedures including 
              operator and user manuals. 
  
          f.  Adequate review and testing of system 
              enhancement and modifications including 
              approval by a higher authority. 
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          g.  Adherence to regular maintenance schedules. 
  
          h.  Access to facilities, programs, data and the 
              system documentation is limited to 
              authorized personnel that need access to 
              meet their responsibilities. 
  
          i.  Input controls. 
  
              (1)  Use of control totals originating 
                   outside the DP operation. 
  
              (2)  Keypunch verification. 
  
              (3)  Edit, limit or other tests for 
                   completeness or reasonability of data. 
  
              (4)  Identification and proper processing of 
                   rejected transactions. 
  
              (5)  Follow-up and handling of rejected 
                   transactions. 
  
          j.  Processing controls. 
  
              (1)  Edit routines to ensure that data is 
                   accurate, complete and reasonable. 
  
                   (a)  Verify data against a file or 
                        table. 
  
                   (b)  Check budgets. 
  
                   (c)  Limit tests. 
  
                   (d)  Missing data or sequence checks. 
  
                   (e)  Traditional controls over source 
                        data, such as prenumbered forms, 
                        logs, etc. 
  
              (2)  Proper labeling of files, externally 
                   and internally. 
  
          k.  Output controls. 
  
              (1)  Comparison with input control to tabs. 
  
              (2)  Scanning output for unusual items. 
  
              (3)  Delivery of reports only to appropriate 
                   individuals. 
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                                            Date/Scope     Initials 
                                            Explanation    ________ 

  
          l.  Adequate documentation, including System 
              flowchart, program logic flowcharts, program 
              listings, record layouts, file layouts, 
              tables, codes, and their meaning, operator 
              and user instructions, revision log, and use 
              of time logs. 
  
          m.  File controls: 
  
              (1)  Adequate retention, 
  
              (2)  on and off site back-up, 
  
              (3)  protection against physical damage, 
  
              (4)  secured location with limited access. 
  
          n.  Control totals should be maintained on all 
              important files and updated after each 
              revision. 
  
          o.  Maintenance of an adequate audit trial. 
  
      3.  Audit procedures. 
  
          a.  S-1:  Review current system and planned 
              systems or revisions for adequate control 
              features. 
  
          b.  S-2:  Determine compliance with existing 
              policies. 
  
          c.  S-3:  By observation and/or testwork, see 
              that the control features and policies 
              described above are in effect. 
  
          d.  S-4:  Indicate any additional procedures. 
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  CHAPTER 4.  AUDIT WORKING PAPERS. 
  
  A.  PURPOSE AND ORGANIZATION. 
  
      1.  Audit workpapers should be prepared to efficiently document the  
          work performed by the auditor.  Organize each workpaper so it is  
          easy to follow, and its purpose readily identifiable.  Use cross  
          referencing wherever appropriate.  Xerox existing documents, "cut  
          and paste", use tic marks and describe work performed via  
          memoranda when possible to keep "documentation" time to a  
          minimum.  Indicate testwork in sufficient detail so the steps can  
          be retraced, if necessary.  This is especially appropriate when  
          discrepancies are noted - the auditors conclusions maybe  
          challenged.  Sample workpapers are provided in Figure (14-1). 
  
      2.  Overall organization, review, and planning will be assisted by  
          the following: 
  
          a.  Each workpaper should be properly identified at the top of  
              the page.  Include:  Unit name and number, subject matter,  
              Audit date, period covered if different from audit date, name  
              and date of work performed for every person working on or  
              approving the workpaper, and general ledger account number  
              and name, if appropriate. 
  
      3.  Work papers must be safeguarded.  The work papers should be  
          locked in a briefcase while the auditors' are at lunch and should  
          be removed from the premises each evening.  If the latter is not  
          feasible, the files should be kept under lock and key.  The key  
          will be kept under the auditor's control. 
 
  B.  INDEXING. 
  
      1.  Prepare a workpaper index and place at the front of the  
          workpapers. 
  
      2.  Use a standard lettering scheme to identify workpapers.  The  
          letters provided in the internal audit program and Figure (14-2)  
          are recommended.  All workpapers must be identified by a  
          reference code in the upper right hand corner, the first letter  
          of which will indicate the section. 
  
      3.  All work papers should be cross-indexed. 
  
      4.  When more than one account exists for any one indexing section,  
          the index letters will be numbered consecutively, for example  
          A-1, A-2, A-3.  Additional supporting detail would be placed on  
          workpapers labeled A-2-1, A-2-2, etc. 
  
      5.  When there are several pages to a memorandum, a schedule near the 
          upper right of the workpaper, indicates its place in the  
          sequence, i.e., "page 5 of 7". 
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  B.  6.  The last amount on a working paper schedule will be  
          cross-referenced to the extended trial balance.  To complete the  
          cross-reference, enter the index letter of the schedule to the  
          right of the account balance in the extended trial balance. 
  
      7.  Reference to the permanent file will be down "PF" 
  
  C.  TIME BUDGET.  Prepare a time budget by audit program section.   
      Indicate actual time spent by each auditor in each section.  Budget  
      time for meetings, report preparation, travel, and other necessary  
      areas so that all time is planned. 
  
  D.  WORKPAPER TECHNIQUE. 
  
      1.  A schedule of sample audit verification symbols is included as  
          Figure 14-3.  They may be used for the type of verification  
          indicated.  Use of these symbols is not mandatory. 
  
      2.  Leave space at the end of the work paper for journal entries and  
          for additional information to include:  source of information,  
          purpose, scope, and summary of findings. 
  
  E.  PERMANENT FILE. 
  
      1.  Maintain a separate permanent file of workpapers that will be  
          useful from year-to-year.  This should be reviewed prior to each  
          audit, and updated continuously.  Any documents that will assist  
          the auditor in future audits should be kept in the permanent  
          file.  Identify each page and provide an index for referencing.   
          Some examples of documents to include in the permanent file of  
          workpapers are: 
  
          (a)  General organizational charts, 
  
          (b)  loan agreements, 
  
          (c)  leases, 
  
          (d)  satellite agreements, 
  
          (f)  concession and vendor agreements, 
  
          (g)  special accounting practices. 
  
          (h)  summarized transactions of certain accounts such as fixed  
               assets and allowances for depreciation - such papers should  
               be cross-referenced to the current year's working papers, 
  
          (i)  procedural memoranda, flowcharts, and write-ups of sections  
               of the unit's account and control systems. 
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  F.  AUDIT REPORT FORMAT. 
  
      1.  General. 
  
          (a)  Location being audited. 
  
          (b)  Names of auditors and experience summary. 
  
          (c)  Dates of field work. 
  
      2.  Scope of audit. 
  
          (a)  Time period audited. 
  
          (b)  Type of audit, i.e.: 
  
               (1)  Management, 
  
               (2)  financial, 
  
               (3)  balance sheet or inventory. 
  
          (c)  Scope restrictions, if any. 
  
      3.  General comments.  Briefly state your overall opinion as to  
          adequacy of internal controls, accuracy of financial statements,  
          etc. 
  
      4.  Major findings and associated recommendations. 
  
      5.  Minor findings and recommendations. 
  
      6.  Details of exit conference. 
  
          (a)  Date. 
  
          (b)  Attendees. 
  
      7.  Attach revised financial report or list of adjusting entries, if 
          significant. 
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  CHAPTER 5.  INTERNAL CONTROL. 
  
  A.  DEFINITION AND PURPOSE. 
  
      1.  A system of internal control consists of those measures and 
          procedures used to: 
  
          a.  Safeguard cash and other assets, 
  
          b.  check the accuracy and reliability of accounting records, 
  
          c.  arrange a system of checks and balances whereby the work of  
              one person is verified by another, 
  
          d.  assure adherence to prescribed regulations and managerial 
              policies. 
  
      2.  Small activities generally do not have enough employees to attain 
          excellent internal control.  The audit tests at these activities 
          should provide for examining many high value transactions. 
  
      3.  It is impossible to completely eliminate errors and fraud.  A  
          certain amount of mistakes are inherent in any system.  Collusion  
          may develop between employees, thereby circumventing most  
          controls.  Basic internal controls should reduce the number of  
          errors and the possibility of fraud.  It also makes possible the  
          rapid detection of significant losses and misuse of funds. 
  
  B.  BASIC PRINCIPLES. 
  
      1.  Responsibilities of employees must be fixed and clearly defined. 
          Accountabilities can be fixed in the case of cash, merchandise, 
          equipment, and supplies.  The responsibility may be of a more  
          general nature in other cases.  The delegation of authority and  
          the recognition of responsibility reduces the possibility of  
          fraud or error. 
  
      2.  Accounting and operational functions must be separated.  An  
          employee with control of the accounting records should be  
          divorced from the control of cash or merchandise. 
  
      3.  Internal checks and balances are necessary.  No one person  
          should be in complete control of a business transaction.  When  
          the work of each person is approved by another, the probability  
          that employees will perform efficiently and accurately is greatly  
          increased and the possibility of fraud is reduced. 
  
      4.  Physical inventories or merchandise, supplies and fixed assets  
          should be taken periodically by independent individuals. 
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  B.  5.  Collusion.  As long as accounting and operational functions are 
          maintained separately, fraud can be concealed only through 
          collusion.  Employees should be carefully selected and properly 
          trained to discourage collusion.  Employees should also be  
          required to take vacations and be rotated on their jobs, if  
          practical. 
  
      6.  A double entry system does not prevent omission, incorrect  
          posting or fraud and is not a substitute for internal accounting  
          control. 
  
      7.  Operating instructions should be available in written form to  
          prevent misunderstanding. 
  
      8.  Whenever a transaction occurs, some record that can be checked  
          must be created.  It may be appropriate to prenumber and control  
          issuance and use of documents used to record the transactions. 
  
      9.  Examination by independent audit personnel helps establish a  
          "control conscious" attitude at the NAFA.  Periodic audits,  
          surprise cash counts, and other visible forms of reviewing  
          operations are essential to a good system of internal control. 
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  CHAPTER 6.  FRAUD. 
  
  A.  DEFINITION. 
  
      1.  Fraud is any intentional violation of directives and policies or 
          conscious deception that adversely affects the NAFA's interests. 
          Losses resulting from fraud do not solely impact NAFA assets, but 
          include the loss of productive time, and lowers the effectiveness  
          of the operation. 
  
  B.  OCCURRENCE OF FRAUD. 
  
      1.  When an audit reveals evidence of possible fraud or  
          falsification of records, the auditor shall obtain all of the  
          facts and supporting documentation necessary to either confirm  
          or dispel his suspicious.  If fraud is indicated, a confidential  
          report should be made immediately to the Commanding Officer. 
  
      2.  The initial report may be verbal and should contain all of the  
          facts including the disclosure of persons involved, if  
          determinable.  A written report should be submitted as soon as is  
          practicable.  The Commanding Officer will decide whether to  
          continue the audit or convene a board of investigation. 
  
  C.  COMMON FRAUD METHODS.  Some examples of the most common methods  
      of fraud include: 
  
      1.  Failure to account for cash receipts by: 
  
          a.  Failure to record sales on cash register or on prenumbered  
              sales slips. 
  
          b.  Altering cash register totals or sales slip totals. 
  
          c.  Failure to record receipts received from sources not  
              controlled by cash registers or prenumbered sales slips -  
              such as income from investments, collections of accounts  
              receivable previously charged to bad debts, collections from  
              vending machines, and other sources of income. 
  
          d.  Falsifying the bank statement and bank reconciliations to  
              cover up a shortage. 
  
          e.  Abstracting checks received and forging endorsements thereon. 
  
          f.  Debiting some accounts other than cash, such as expense, when 
              cash is received. 
  
          g.  Writing off good accounts receivable to bad debts and  
              retaining the receipts when the accounts are collected. 
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  C.  2.  Making of fraudulent disbursements by: 
  
          a.  Forging approvals on petty cash vouchers, and attaching dummy 
              invoices or legitimate invoices previously paid. 
  
          b.  Drawing checks in payment of fictitious invoices, forging the 
              endorsement and cashing the check. 
  
          c.  Forging checks, cashing them and destroying the checks when  
              they are returned by the bank.  In such cases, the cash  
              disbursements totals must be overfooted or unrecorded  
              receipts deposited in the bank. 
  
          d.  Re-using paid invoices of previous periods to support current 
              disbursement vouchers by altering the date of the invoice. 
  
          e.  Purchase discounts may be understated, underfooted or  
              apparently not taken and cash abstracted for the amounts of  
              such understatement. 
  
          f.  Overfooting the cash disbursement book to cover a cash  
              shortage. 
  
          g.  Payrolls may be padded with dummy employees, payroll sheets  
              may be overfooted, and unclaimed wages cashed by forged  
              endorsements. 
  
          h.  Charging personal expenses to NAFA. 
  
      3.  Conversion of merchandise by: 
  
          a.  Outright theft by removing merchandise from premises because  
              of inadequate physical safeguards. 
  
          b.  Checking in correct merchandise but putting lesser amount in 
              stock. 
  
          c.  Charging merchandise to a department but not delivering such 
              merchandise. 
  
          d.  Collecting deposits on returnable containers by returning  
              such containers directly to distributor without recording  
              credits. 
  
          e.  Overcounting inventories to cover shortage. 
  
          f.  Raising quantities on requisitions after delivery of  
              merchandise. 
  
          g.  Sale of items of property without recording the cash  
              received. 
  
          h.  Changing sell prices on merchandise on the sales floor  
              without proper supporting documentation. 
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                      WORKING PAPER INDEX, IN ORDER 
 
                 DR            DRAFT REPORT 
  
                 AP            AUDIT PROGRAM 
  
                 TS            TIME SUMMARY 
  
                 TB            WORKING TRIAL BALANCE 
                                  (numbered consecutively) 
  
                 AJ            ADJUSTING JOURNAL ENTRIES 
  
                 RE            RECLASSIFICATION ENTRIES 
  
                 A             GENERAL 
  
                 B             FINANCIAL STATEMENT & JOURNAL 
  
                 C             CASH FUNDS AND PETTY CASH 
  
                 D             BANK ACCOUNTS 
  
                 E             INVESTMENTS 
  
                 F             OBSERVATION OF INVENTORY 
  
                 G             INVENTORY 
  
                 H             ACCOUNTS RECEIVABLE 
  
                 I             PREPAID EXPENSES AND OTHER ASSETS 
  
                 J             FIXED ASSETS 
  
                 K             ACCOUNTS PAYABLE 
  
                 L             OTHER LIABILITIES 
  
                 M             SALES AND CASH RECEIPTS 
  
                 N             CASH DISBURSEMENTS 
  
                 O             PAYROLL 
  
                 P             OTHER INCOME AND EXPENSES 
  
                 Q             NET WORTH 
  
                 R             ACTIVITY AUDIT PROCEDURES 
  
                 S             REVIEW OF COMPUTER SYSTEMS 
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        STANDARD AUDIT VERIFICATION SYMBOLS 
  
                                     

    SATISFACTORY 
      TYPE OF VERIFICATION           VERIFICATION 
  Downfooted (additions & subtractions)        (Beneath Total Figure) 
  
  Crossfooted (additions & subtractions)       (To Right of Total Figure) 
  
  Calculation (other than addition or           (To right of Resulting 
               subtraction) Verified                   Figure) 
  
  Trial Balance or Summary (Group) Sheets       (To Right of Figures on 
  Agreed with Supporting Working Sheets   /      Trial Balance or 
                                                 Summary Sheets) 
  
                                          VERIFICATION     DEFICIENCY 
                                         DEFICIENCY        CLEARED 
  Agreed with Ledger Figures             L      ?             ? 
  
  Verification by Examination of 
    Internal Evidence: 
  
    Cancelled Checks Inspected           C      ?             ? 
  
    Payment Vouchers and Supporting Data 
    Inspected (including Payroll Author- 
    izations)                            V      ?             ? 
  
    Sales, Remittance Advices or Other 
    Income Origination Data Inspected    ?      ?             ? 
  
    Other Original Entry Data and 
    Supporting Detail Inspected 
    (Journal Entries, etc.)              O      ?             ? 
  
    Documents Inspected (Agreements, 
    Leases, Insurance Policies, Tax 
    Returns, etc.)                       D       ?            ? 
  
  Verification by External Evidence: 
  
    Confirmation: 
  
      Sent -- Positive                    (Insert Confirmation Number 
                                           to Left of Figure) 
  
           -- Negative                    (Insert  to Right of Figure 
  
      Received                           C      E             ? 
  
  Other Purposes  ?      (Insert to Right of Figures and Explain Meaning 
                         on Particular Working Sheet) 
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BUDGETING 
  
  1.  Purpose.  This enclosure states the required budgetary procedures for NAFA 
      operations. 
  
  2.  Discussion. 
  
      a.  Budgets are Important.  Budgets are prepared by the 
          command to define management's plan for the year and to pass these 
          determinations up and down the chain of command.  NAFA budgets must 
          accurately reflect the down the chain of command.  NAFA budgets must 
          accurately reflect the business environment and the competitive 
          relationship within that environment.  The bottom line (profit) 
          must be large enough to generate the funds required for business 
          growth with inflation, NAFA improvements and expansions, and the 
          redistribution of some portion of profits for regional or 
          servicewide Special Services programs. 
  
      b.  When the requirement for cash exceeds NAFA's ability to generate the 
          necessary profits, adjust spending plans to reduce the scope of the 
          projected outlays or increase cash flows through expanded operations 
          or higher prices.  Raising prices is the least preferred and the most 
          risky alternative. 
  
      c.  The approved budget must reflect the commanding officer's review of 
          the NAFA mission and the command decision on how best to attain NAFA 
          program goals and objectives.  Completing the Retail Price Comparison 
          Survey (Encl. 54) will provide information on the degree of 
          competition, the level of competitive prices, and the range of 
          flexibility available to the command. 
  
      d.  Budgeted gross profit and the underlying mark-up schedules must agree 
          with the commanding officer's determination of the right balance 
          between service at the lowest practical cost and the benefit derived 
          from spending funds for other purposes.  Special Services budgets are 
          limited by the cash flows NAFA is able to generate. 
  
  3.  Report Requirement (RCS-G-FNM-6258). 
  
      a.  Annual Budget Report-Activity (CG-5227) (Figure 15-1) and Annual 
          Budget Report-Unit (CG-5227A) (Figure 15-2) must be prepared by all 
          NAFA units and those district offices incurring costs or consolidating 
          funds.  These reports must reflect the requirements on minimum profit 
          levels in Encl.  (16). 
  
|     b.  Budget forms will be available for computer access.  NAFAs will access 
|         the data base by telephone modem, request the NAFA budget menu, enter 
|         the data, and electronically mail budget reports over the Standard 
|         Coast Guard Terminal(C3).  Reports are due in Commandant (G-FNM) prior 
|         to 1 February of each year.  District offices have electronic access 
|         to all district unit budgets submitted via terminal. 
|  
|     c.  Units without a computer terminal must prepare and submit budget 
|         reports via regular mail. 
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 4.  Preparation of Budgets. 

  
      a.  Form worksheets (Figures 15-3 through 15-7) are provided for use in 
          forecasting revenues and expenditures.  Their use is recommended for 
          all units.  Forms may be reproduced locally as needed. 
  
      b.  Annual Budget Report-Activity (CG-5227).  All activities must 
          prepare and submit the annual activity budget with all items on lines 
          1, 3, 4, 5, 6, 18, 21, 23 and 24 filled in for each quarter and the 
          total year.  Give adequate consideration to the effects of inventory 
          shrinkage, markdown and surveys, and waste which dilute the gross 
          profit.  State all figures in whole dollars (rounded). 
  
      c.  Annual Budget Report-Unit (CG-5227A).  All units (including 
          district offices) required to submit financial reports must prepare 
          and submit annual unit budgets with all items on lines 1, 3, 4, 5, 
          6, 7, 8, 12, 13, 14, 15, 16, 17, 18, 21, 23 and 24 filled in for 
          each quarter and the total year.  State all figures in whole dollars 
          (rounded). 
  
  5.  Budget Review. 
  
      a.  The unit commanding officer must review the budget to assure the 
          document accurately reflects the priorities of the command and 
          additional guidance from higher authority. 
  
      b.  For district units, budgets must be submitted to district commander 
          (f) by 1 January of each year for review, coordination and approval. 
          The final approved budget must be sent to Commandant (G-FNM) by 1 
          February of each year. 
  
  6.  Guidance for Use of Budget Worksheets. 
  
      a.  Quarterly Sales Forecast Worksheet (CG-5227-1).  This form is used 
          to forecast quarterly sales revenue after considering:  prior year 
          sales; estimated inflation; planned changes in stock assortment; 
          customer strength, mixing and buying habits; changes in activity 
          layout; and other variables affecting days and hours of operation. 
          This is the logical starting point in the budget formulation 
          process. 
  
      b.  Quarterly Personnel Expense Worksheet (CG 5227-2).  This form is 
          used to forecast direct and G & A personnel costs after considering: 
          step increases; RIF actions; local wage survey; COLAs; premium pays; 
          FICA increases; leave accruals; the mix of benefits provided to 
          full-time, part-time, and intermittent employees; and hours of 
          operation.  Note employee benefits may exceed 30% of base pay. 
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  6.  c.  Quarterly Worksheet-Other Direct Expenses (CG-5227-3).  This form is 
          used to estimate other activity direct expenses for the year.  The 
          majority of these costs are variable and as such should relate 
          directly to fluctuations in sales revenue. 
  
      d.  Quarterly Worksheet-Other Indirect Expenses (CG-5227B).  This form is 
          used to estimate unit G & A expenses not directly associated with one 
          particular activity, i.e. audits, central accounting office expenses, 
          etc. 
  
      e.  Pro-Forma Funds Statements (CG-5227C).  This form is used to analyze 
          cash flow requirements for each quarter and is essential for units 
          with over one million dollars in annual sales.  Factors considered 
          include:  changes in inventory levels; contributions to unit morale 
          funds; required remittances; capital expenditures; etc.   The ratios 
          provided in Encl.  (10) will be useful in targeting cash flow levels. 
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                           UNIT PERFORMANCE STANDARDS 
  
| A.  Standard:  The annual mandatory minimum budget performance level  
|     for Coast Guard NAFA is a bottom line unit net profit of 5% as  
|     reported on line 23 of the Results of Operation Report (CG-5228).   
|     The 5% standard may be adjusted for units which operate major grocery  
|     activities identified as GA, GB etc., when grocery sales exceed 20%  
|     of the units total sales.  The optional minimum budget standard is as  
|     follows: 
  
                      Grocery Sales           Adjusted 
                  % to Total Unit Sales  Standard % 
  
                    60 - 69%                   3.75 
                    50 - 59%                   4.00 
                    40 - 49%                   4.25 
                    30 - 39%                   4.50 
                    20 - 29%                   4.75 
  
  B.  Guidelines: 
  
      1.  The following tables were developed from system wide averages for  
          NAF activities by sales volume classification.  This data is  
          provided as a form of reference for developing local plans to  
          achieve the minimum standard of 5% net profit.  In most cases  
          this level would generate only the minimum capital required to  
          cover overhead, inflation and low level morale programs.  It is  
          reemphasized that these tables reflect base line pricing  
          considerations which commanding officers in concert with the  
          cognizance authority will have to adjust based on program needs  
          and the minimum performance standard for the unit. 
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  UNIT PERFORMANCE STANDARDS 
  
  C.  Definitions: 
  
      1.  Gross Profit.  Gross profit is a function of pricing and as  
          such each command is required to implement a pricing plan in  
          order to achieve the minimum mandatory performance standard and  
          to generate sufficient additional profits to cover outlays for  
          unit special services programs and any additional assessments  
          levied by the District Commander or Coast Guard Trust Fund for  
          the redistribution of profits within the Coast Guard. 
  
      2.  Personnel Expense.  Personnel expense requirements vary with  
          the type of operation, physical layout, and the sales volume.   
          Most NAFA operations are labor intensive, and personnel expenses  
          are usually the largest controllable expense.  Personnel expenses  
          include management personnel specifically assigned to that  
          activity. 
  
      3.  Other Direct Expenses.  Other Direct Expenses (ODE) are all  
          routine operating expenses (e.g., supplies, materials, minor  
          repairs, and equipment) directly attributable to the operation of  
          that activity. 
  
      4.  Operating Profit.  Operating profit is the profit of the  
          specific activity after accounting for all expenses directly  
          attributable to that operation. 
  
      5.  General and Administrative Expenses.  General and  
          administrative expenses are those expenses which are not  
          attributable to any one activity but beneficial to several  
          activities or to the NAFA operations in total.  These expenses  
          are commonly related to such support functions as accounting, 
          processing, personnel administration, and general supervision  
          and include a provision for asset replacement. 
  
  D.  Deviations from Mandatory Performance Standards. 
  
      1.  NAFA Units within the Coast Guard should be able to meet the  
          prescribed performance standard.  If the need arises or the  
          unique circumstances of the unit warrant such action, the  
          cognizant authority (District Commanders and Commanding Officers  
          of Headquarters units) may authorize reasonable temporary  
          deviations from the mandatory unit performance standard. 
  
      2.  Units desiring deviations from the established standard shall  
          submit a written request with suitable justification to the  
          cognizant authority for consideration.  If possible, this  
          request shall be submitted in advance of the budget submission  
          so that effort in the budget approval process can be minimized. 
  
          (a)  A request for a temporary deviation from performance  
               standard must be accompanied by a plan of action to  
               bring the unit in line with the mandatory performance  
               standard. 
  
|         (b)  A request for a permanent deviation from the performance  
|              standard must include rationale for not being able to meet  
|              the standard in current and future operations and be  
|              forwarded via the chain of command to Commandant (G-FRS)  
|              for approval. 
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  UNIT PERFORMANCE STANDARDS 
  
      3.  Any deviations authorized by the cognizant authority shall be  
          forwarded with the budget submitted to Commandant (G-FRS). 
  
  E.  Review/Approval Requirements. 
  
      1.  The Cognizant Authority shall review all NAFA budgets to insure  
          that the performance standard is being met before budget approval  
          is given.  If the criteria is not met, the Cognizant Authority  
          shall: 
  
          (a)  Return the budgets to the unit for revision, requesting that  
               they be completed to achieve the minimum performance  
               standard. 
  
          (b)  Approve the submitted budget with a temporary deviation from  
               the performance standard.  Include an action plan with a  
               timetable for achieving the required standard. 
  
          (c)  Review requests for permanent deviation from the mandatory  
               performance standard and forward to Commandant (G-FRS) for  
               final review and approval. 
  
| F.  Failure to Meet Standards of Financial Performance.  NAFAs  
|     consistently not meeting the minimum performance standards or failing  
|     to maintain the financial balances as defined in Enclosure (10) will  
|     be subject to a major Headquarters management review in accordance  
|     with Enclosure (52). 
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ACCOUNTING - LARGE NAFA 
  
  A.  Introduction. 
  
      1.  The accounting procedures outlines in this enclosure meet the  
|         minimum acceptable requirements for large NAFAs.  Large NAFA's  
|         have: 
|  
|         a.  Annual sales over $250,000; or 
|  
|         b.  Four or more separate activities; or 
|  
|         c.  A remote branch operation. 
|  
|     2.  The one-write accounting system described is the preferred  
|         system.  However, large NAFAs need not modify existing  
|         accounting systems meeting the minimum requirements. 
  
  B.  System Specifications. 
  
      1.  This system provides the minimum information necessary to  
          properly account for revenues, expenses, assets, liabilities and  
          net worth of operations.  The system gives management the  
          information necessary for effective command and control.  It  
          includes the following: 
  
          a.  Purchase Register. 
  
          b.  Cash Disbursements Journal. 
  
          c.  Payroll Journal. 
  
          d.  Cash Receipts and Sales Journal. 
  
          e.  General Journal. 
  
          f.  General Ledger. 
  
      2.  A one-write system is recommended.  The enclosed sample forms are 
          available from commercial sources. 
  
      3.  Use the standard accounting periods listed in Encl. (13). 
  
      4.  Secure all books of account, when not in use, in a locked  
          fireproof file cabinet. 
  
      5.  On a monthly basis: 
  
|         a.  Make accrual and reversing entries. 
|  
|         b.  For the first two months of the quarter, take physical  
|             inventories or estimate them using the gross profit method. 
|  
|         c.  Prepare Results of Operations Report (CG-5228) for local  
|             command  and control. 
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  B.  6.  On a quarterly basis: 
  
          a.  Take a physical inventory. 
  
          b.  Close out the books and prepare a trial balance. 
  
          c.  Prepare and submit a CG-5228 and CG-5228A as stated in Encl.  
              (19). 
  
      7.  Maintain cash register over and short logs. 
  
      8.  Maintain departmental sales data for major activities.  These  
          records are best maintained daily and totaled weekly, monthly and  
          quarterly. 
  
      9.  Conduct mandatory annual audits for all NAFAs. 
  
     10.  Maintain open-to-buy system described in Encl. (43). 
  
  C.  Chart of Accounts 
  
      1.  The standard chart of accounts is a numerical listing of all  
          accounts comprising the General Ledger.  Additional accounts may  
          be added at the local level for further identification of  
          information by activity or department. 
  
                                  CHART OF ACCOUNTS 
                                  Assets (100-199) 
      CURRENT ASSET (100-141) 
      *   CASH (100-109)                                               100 
      *   AUTHORIZED CASH FUNDS                                        101 
      *   UNDEPOSITED CASH                                             102 
      *   CHECKING ACCOUNT                                             103 
      *   OTHER CASH                                                   104 
      *   ACCOUNTS RECEIVABLE                                          110 
      *   ACCOUNTS RECEIVABLE-RETURNED CHECKS                          111 
      *   ACCOUNTS RECEIVABLE-LAYAWAY                                  112 
      *   ACCOUNTS RECEIVABLE-VENDOR COUPONS                           113 
      *   INVESTMENT IN SATELLITE                                      115 
      *   MERCHANDISE INVENTORY                                        120 
      *   SHRINKAGE ALLOWANCE                                          125 
      *   PREPAID EXPENSES                                             130 
            PREPAID SUPPLIES                                           131 
            PREPAID INSURANCE                                          132 
            PREPAID POSTAGE                                            133 
      *   OTHER CURRENT ASSETS                                         140 
            DEPOSITS CURRENT                                           141 
  
         NONCURRENT ASSETS (150-182) 
      *   FIXED ASSETS (150-164) 
      *   EQUIPMENT                                                    150 
      *   FURNITURE & FIXTURES                                         151 
      *   VEHICLES                                                     152 
      *   OTHER                                                        153 
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      *   ACCUMULATED DEPRECIATION (165-179)                           165 
            ACCUMULATED DEPRECIATION-OFFICE EQUIPMENT                  166 
            ACCUMULATED DEPRECIATION-FURNITURE & FIXTURES              167 
            ACCUMULATED DEPRECIATION-VEHICLES                          168 
            ACCUMULATED DEPRECIATION-OTHER                             169 
  
      OTHER NONCURRENT ASSETS (180-182)                                180 
          DEPOSITS-LONG TERM                                           181 
          NOTES RECEIVABLE                                             182 
 
                        LIABILITIES AND NET WORTH (200-370) 
  
      CURRENT LIABILITIES (200-254) 
      *   ACCOUNTS PAYABLE-VENDORS (TRADE)                             200 
      *   ACCOUNTS PAYABLE-GOVERNMENT                                  210 
      *   ACCRUED LIABILITIES                                          220 
            SALARIES                                                   221 
            ANNUAL LEAVE                                               222 
            OTHER ACCRUED LIABILITIES                                  223 
  
      *   REMITTANCES                                                  230 
      *   LOANS                                                        240 
      *   OTHER CURRENT LIABILITIES                                    250 
            FEDERAL WITHHOLDING                                        251 
            STATE WITHHOLDING                                          252 
            FICA WITHHOLDING AND CONTRIBUTIONS                         253 
            PAYROLL DEDUCTIONS WITHHELD                                254 
  
      LONG TERM LIABILITIES (260-280) 
      *   TRUST FUND LOANS                                             260 
      *   COMMERCIAL LOANS                                             270 
      *   OTHER LONG TERM LIABILITIES                                  280 
  
|     NET WORTH (300-370) 
|     *  UNRESERVED-RETAINAGE                                          300 
|     *  RESERVED-CAPITALIZATION OF FIXED ASSETS                       350 
|     *  RESERVED-REPLACEMENT OF FIXED ASSETS                          370 
  
                             REVENUES (400-450) 
  
      *   SALES - NOT INCLUDING SATELLITES                             400 
                - SATELLITE SALES                                      420 
      *   INTEREST INCOME                                              430 
      *   DISCOUNTS TAKEN                                              440 
      *   OTHER INCOME                                                 450 
                 
                             DIRECT EXPENSES (500-598) 
  
      *   PURCHASES FOR RESALE                                         500 
            PURCHASE RETURNS                                           515 
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      *   DIRECT PERSONNEL COSTS                                       520 

            OTHER PERSONNEL COSTS                                      545 

            SUPPLIES                                                   560 

  

            OTHER PERSONNEL COSTS                                      625 

  

            UTILITIES                                                  637 

            INTEREST                                                   652 

 

 

            SALARIES (GROSS)                                           525 
            EMPLOYER FICA                                              530 
            GROUP INSURANCE                                            535 
            RETIREMENT                                                 540 

  
      *   OTHER DIRECT EXPENSES                                        550 
            UTILITIES                                                  555 

            REPAIRS AND MAINTENANCE                                    565 
            MINOR EQUIPMENT PURCHASE/RENTAL                            570 
            UNIFORMS/LINENS/LAUNDRY                                    575 
            POSTAGE AND SHIPPING                                       580 
            CASH OVER AND SHORT                                        585 
            BAD DEBTS AND CHECKS                                       590 
            SHRINKAGE EXPENSE                                          595 
            MISCELLANEOUS                                              598 

                             INDIRECT EXPENSES (600-695) 
  
      GENERAL AND ADMINISTRATIVE (G&A) EXPENSES (600-684) 
      *   GENERAL AND ADMINISTRATIVE PERSONNEL (600-625)               600 
            SALARIES                                                   605 
            EMPLOYER FICA                                              610 
            GROUP INSURANCE                                            615 
            RETIREMENT                                                 610 

  
      *   PROVISION FOR ASSET REPLACEMENT                              630 

      *   OTHER (G&A) EXPENSES (635-695)                               635 

            TELEPHONE                                                  640 
            POSTAGE AND SHIPPING                                       642 
            OFFICE SUPPLIES                                            645 
            TRAVEL AND ENTERTAINMENT                                   647 
            EMPLOYEE TRAINING                                          650 

            EQUIPMENT RENTAL                                           655 
            AUDIT FEES                                                 657 
            ACCOUNTING COSTS                                           660 
            BAD DEBTS                                                  662 
            BANK CHARGES                                               665 
            ALLOCATION TO SPECIAL SERVICES                             667 
            MISCELLANEOUS                                              670 
            NAFA INSURANCE                                             685 
  *         SATELLITES PAYMENTS                                        690 
  *         OTHER MISCELLANEOUS EXPENSES                               695 
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  D.  PURCHASE REGISTER (figure 17-1) AND ACCOUNTS PAYABLE LEDGER CARD 
      (FIGURE 17-2). 
  
      1.  General. 

              posted to the General Ledger (figure 17-21).  The accounts 

              17-8).  Payables would then be accrued periodically by  

  
          a.  The Purchase Register is maintained for all activities of the 
              unit to record purchases and accounts payable.  Source  
              documents for posting to the Purchase Register are purchase  
              orders, receiving reports, merchandise transfer forms,  
              cancellation orders and purchase order adjustment letters. 
  
          b.  The Purchase Register is totaled and balanced monthly, then 

              payable balance in the General Ledger control account should 
              equal the sum of the ledger cards. 
  
          c.  The one write system sample form provided as figures 17-1 and 
              17-2, the Purchase Register and Accounts Payable Ledger,  
              allow posting of accounts payable ledger cards while  
              simultaneously making entries on the purchase register. 
  
          d.  If the accounts payable cards are not used, purchases are 
              recorded directly in the Cash Disbursements Journal (figure 

              compiling a list of all unpaid liabilities. 
  
      2.  Procedures. 
  
          a.  For each purchase transaction, use the vendor Accounts  
              Payable Ledger card as an overlay to enter the transaction on  

              the total amount (at costs) of the transfer under appropriate 

              both documents at once.  The gross amount of the purchase can  
              then be posted to the proper activity or even department  
              within an activity.  Note the department number in the first  
              column if gross profit is computed by department. 
  
          b.  Transfers can be entered on the Purchase Register by showing  

              activities.  The entry recording the transfer out should  
              be bracketed.  Nothing will be entered on the Accounts  
              Payable Ledger card (figure 17-2). 

 

 

  
          c.  Transactions may be entered in PO number sequence to help  
              account for PO's and ensure that all liabilities are  
              recorded.  If the register is posted in PO number sequence as  
              orders are made (as opposed to when goods are received) allow  
              blank lines for PO adjustments. 
  
          d.  Once merchandise is received, the NAFA has a liability and  
              should record the account payable.  It is not necessary to  
              wait for an invoice. 
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  D.  3.  Forms. 
  
          a.  Purchase Order (figure 17-3, CG-4553).  This five part  
              document is used to purchase merchandise, supplies and  
              services.  All appropriate blocks are to be completed, i.e.,  
              cost, sell, shipping dates, terms and discounts etc. prior to  
              being approved by the authorizing officer.  Separate purchase  
              orders should be used for merchandise in each selling  
              department. 
  
              (1)  When a vendor or jobber order sheet is used for placing  
                   and approving orders, the copies may be attached to a  
                   P.O. for record and control purposes.  Enter "per  
                   attached list" on the PO and cross reference each  
                   document. 
  
              (2)  Distribution of the PO copies are as follows: 
  
                   (a)  Copy 1:  Tear off the receipt of goods portion  
                                 before 
                        (white)  mailing to vendor. 
  
                   (b)  Copy 2:  Retain in the vendor file maintained at  
                        (blue)   the NAFA/Accounting office. 
  
                   (c)  Copy 3:  Retained by the procurement clerk 
                        (green)  initiating the PO or PO worksheet.  If the  
                                 clerk has access to copy 2, this copy  
                                 should be sent to the appropriate activity  
                                 manager. 
  
                   (d)  Copy 4:  Sent to the receiving department to await 
                        (yellow) receipt of goods.  This copy will  
                                 accompany merchandise to the activity to  
                                 verify quantities and allow pricing.  If a  
                                 partial shipment is received, update copy  
                                 4 and complete a receiving report  
                                 (figure 17-4).  Send a copy of the  
                                 receiving report with the merchandise,  
                                 retain copy 4 until all of the order is  
                                 complete. 
  
                   (e)  Copy 5:  Sent to the receiving department pending 
                        (pink)   receipt of goods.  Used as a receiving  
                                 report to check in merchandise.  The  
                                 completed and signed document should be  
                                 routed through the procurement clerk (if  
                                 any) and sent to the accounting office.   
                                 The accounting office will use this copy  
                                 to update the purchase register (figure  
                                 17-1), and to verify the invoice prior to  
                                 payment. 
  
              (3)  PO's are prenumbered and their issuance need to be 
                   controlled. 
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  D.  3.  b.  Receiving Report (figure 17-4, CG-5300) is a prenumbered  
              three part form used whenever the yellow receiving copy of  
              the issued P.O. is not available.  It is prepared and signed  
              by the receiving or marking personnel. 
  
              (1)  Complete the receiving report with vendor and  

  

                   been delivered or picked up by the requisitioning  
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                   merchandise information available from the packing ship  
                   or invoice. 
  
              (2)  Copies of the receiving report are distributed as  
                   follows: 

                   (a)  Copy one - white    Accounting office for payment  
                                            of vendor invoices. 
  
                   (b)  Copy two - yellow   Accompanies merchandise to the 
                                            retail activity. 
  
                   (c)  Copy three - blue   Retained by the receiving 
                                            department in a numerical file. 
  
              (3)  Copy one will be kept temporarily in the accounts  
                   payable file until the invoice is received.  It will  
                   then be used to verify accuracy of the invoice and  
                   attached to the voucher.  Copy two will be used by the  
                   activity to see that all items received and charged to  
                   the activity were received and stocked. 
  
              (4)  The control of receiving reports will prohibit the 
                   generation of a duplicate receiving report showing fewer 
                   goods received to cover misappropriated inventory. 
  
          c.  Merchandise Transfer Form (figure 17-5, CG-5303) in a four  
              part form used to request and transfer merchandise from one  
              activity to another. 
  
              (1)  All column except "quantity issued" and the price  
                   extension should be completed by the requisitioning  
                   activity manager.  The form should then be approved by  
                   the supplying activity manager or NAFA Officer. 
  
              (2)  Retail columns need not be completed unless the  
                   receiving NAFA is on a retail inventory system. 
  
              (3)  Only the green copy should be detached prior to the 
                   merchandise being transferred.  Remaining copies will 
                   accompany the merchandise and be routed after it has  

                   activity. 
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              (5)  The column "quantity issued" is completed by the 

  

  
  D.  3.  c.  (4)  Distribute copies as follows: 
  
                   Copy 1 - White      Accounting 
  
                   Copy 2 - Yellow     Receiving activity 
  
                   Copy 3 - Pink       Transferring activity 
  
                   Copy 4 - Green      Requisitioning individual 
  

                   transferring activity.  Merchandise out of stock should  
                   be notated on the transfer form. 

              (6)  The columns for "price" and "price extension" are  
                   completed by the accounting office. 
  
              (7)  The receiving activity will verify the quantities  
                   received and then distribute copies to the accounting  
                   department.  The accounting department will use their  
                   copy to make the transfer entry in the purchase register  
                   (Figure 17-1). 
  
          d.  Cancellations Order (figure 17-6, CG-5302) is a four part  
              form used to cancel open purchase orders.  If an order is  
              cancelled over the telephone a cancellation order should be  
              sent as confirmation and so notated. 
  
              (1)  Distribute copies as follows: 
  
                   (a)  Copy 1 - white      Vendor 
  
                   (b)  Copy 2 - yellow     Receiving department 
  
                   (c)  Copy 3 - pink       Vendor file with PO 
  
                   (d)  Copy 4 - green      Originating activity 
  
              (2)  The third or pink copy will cancel the PO in the open PO  
                   or accounts payable file.  It is then filed with  
                   cancelled PO's in the vendor file.  The receiving  
                   department will use the second or yellow copy to cancel  
                   the receiving copy of the PO. 
  
          e.  PO Adjustment Letter, a sample is provided in (figure 17-7),  
              is prepared by the accounting office for the purpose of  
              correcting vendors invoices.  Corrections to invoices are  
              notated either by the receiving or the accounting office.   
              The sample form should be pre-numbered and controlled.   
              Copies of the PO Adjustment letter should be kept on file  
              with the paid PO and an open credit file. 
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  E.  CASH DISBURSEMENT JOURNAL (figure 17-8). 
  
      1.  General. 
  
          a.  The Cash Disbursement Journal is maintained for all  
              activities of the unit to record all check disbursements. 
  
          b.  The Cash Disbursement Journal will be totaled, balanced, and 
              posted at least monthly to the General Ledger (figure 17-21). 
              After postings are made, the ledger cash balance should agree  
              to the reconciled bank statement, and the accounts payable  
              balance in the General Ledger control account should equal  
              the sum of the Accounts Payable Ledger cards. 
  
          c.  The journal should be maintained in check number and 
              chronological order. 

 

  
          d.  Disbursement checks and vouchers are the posting source for 
              entries to the journal. 
  
          e.  The sample form provided is a commercially available "one  
              write system" Cash Disbursements Journal.  This system  
              enables the disbursements clerk to write a check, update the  
              Accounts Payable Ledger, and post the Cash Disbursements  
              Journal at the same time.  What's written on the check is  
              printed on the ledger and journal by carbon paper. 
  
      2.  Procedures. 
  
          a.  Enter each disbursement transaction using the check and  
              vendor Accounts Payable Ledger (figure 17-2) overlays.  It is  
              important that the ledger card overlay be used for payable  
              entries so the accounts payable control account remains equal  
              to the sum of the ledger cards. 
  
          b.  A two part check should be used.  The duplicate check should  
              be attached to the voucher as evidence of payment. 
  
          c.  Debit entries, if not to accounts payable, are to be posted  
              to one of the remaining columns of the journal.  The sample  
              form shows several direct expense accounts - identified by  
              activity - and several indirect expense accounts as column  
              headings.  Whatever accounts are used frequently should have  
              their own column.  Show activity identification for any  
              direct expenses. 
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  E.  2.  d.  Payroll disbursements will only be for net pay, to transfer  
              the money to a separate imprest payroll account and for  

              a credit to cash.  See Section V for a further explanation of  

  

              payroll taxes, insurance, etc.  Other payroll expenses will  
              be recorded on the Payroll Summary (figure 17-10).  The  
              transfer of money to a separate payroll account will be  
              recorded as a debit to payroll exchange and a credit to cash.   
              Payroll taxes, insurance, and retirement remittances will be  
              recorded as a debit to taxes and contributions liability and  

              payroll entries. 
  
      3.  Forms. 
  
          a.  Return for Credit (figure 17-9, CG-5301) is a pre-numbered  
              four part form documenting the return of merchandise to a  
              vendor for credit. 
  
          b.  Distribution of the copies are as follows: 

              (1)  White          Vendor 
  
              (2)  yellow         Numerical file, accounting office 
  
              (3)  pink           Vendor file (with PO) 
  
              (4)  green          Activity file, sales person, or receiving 
                                  department - where form originated 
  
          c.  When a credit has been received from the vendor, the  
              accounting copy should be placed in a closed credit file  
              after the credit has been taken. 
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  F.  PAYROLL ACCOUNTING. 
  
      1.  General. 
  
          a.  The objectives of payroll accounting are to insure accurate 
              calculation of payroll and withholding amounts, maintain  
              accurate leave records, calculate and remit taxes to  
              appropriate authorities, and accumulate salary expense data  
              for management purposes. 
  
          b.  Specific information regarding the withholding of FICA and  
              income taxes from wages of NAF employees are contained in  
              Enclosure (20), Taxation to this manual. 
  
          c.  A "one-write" system is recommended for payroll accounting. 
              Sample forms of a Payroll Summary and Payroll Ledger are  
              provided as (figures 17-10 and 17-11) respectively. 
  
          d.  NAF employees are to be paid on the same timetable,  
              preferably biweekly. 
  
          e.  A banking institution or data processing firm can prepare pay 
              checks and a payroll register.  These systems are acceptable  
              if the services are timely, accurate, and provided at  
              reasonable cost.  A bank system should provide the following  
              information: 
  
              (1)  General:  date, pay period, activity or overhead account 
                   charged, rate of pay, and number of federal/state  
                   exemptions; 
  
              (2)  Employee data:  gross pay, federal tax, state tax, FICA, 
                   group health/life, and retirement withholding: 
              (3)  Employee costs:  total salary expense by activity, FICA 
                   group health/life/disability, and group retirement.   
                   System must accumulate costs under appropriate  
                   activities when employees work in more than one  
                   location. 
  
      2.  Procedures and Forms. 
  
          a.  Individual Payroll Log - Hours (figure 17-12). 
  
              (1)  A sample Individual Payroll Log - Hours is provided as 
                   (figure 17-12).  This is a one part form used to record 
                   hours worked and leave taken.  It serves as a source 
                   document for the preparation of the Payroll Summary  
                   (figure 17-10) and Leave Accrual. 
  
              (2)  The form is prepared by an individual other than the 
                   bookkeeper.  It should be completed in ink, and  
                   initialed each pay period by the appropriate supervisor. 
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  F.  2.  a.  (3)  Indicate hours worked in the appropriate blocks of the 
                   form.  Where the employee works at several activities  
                   during the pay period, NOTE the activity abbreviation  
                   (RA, PA, etc.). 
  
              (4)  Supporting documents to the Individual Payroll Log -  
                   Hours form include approved leave slips and time cards  
                   (if appropriate) signed by the employee. 
  
          b.  Payroll Summary (figure 17-10) is used to aggregate payroll  
              data for all NAF employees.  It is arranged so the Payroll  
              Ledger (figure 17-11) and payroll check can be overlayed with  
              the transaction being entered on all three documents  
              simultaneously. 
  
              (1)  The supporting document for the Payroll Summary would be  
                   the Individual Payroll Log - Hours (figure 17-12) or  
                   time cards. 
  
              (2)  The payroll summary is completed by the bookkeeper as 
                   payroll checks are prepared. 
  
              (3)  Data on the Payroll Summary is summed and balanced  
                   monthly for posting to the General Ledger (figure  
                   17-21). 
  
              (4)  Additional columns of the Payroll Summary are used to  
                   record employer payroll expenses, and to allocate salary  
                   expense to the appropriate activity or overhead account. 
  
              (5)  Footed totals of salary expense (debit entry) would be 
                   posted to the General Ledger account for the appropriate 
                   activity.  The credit entries would be to the Taxes and 
                   Contribution liability account and the payroll account -  
                   in the amount of net pay.  A debit entry to the payroll  
                   account is made when cash is transferred from the main  
                   account to the imprest payroll account.  If no such  
                   entry is made the above transaction would be credited to  
                   cash. 
  
              (6)  If the employee works at several activities during the  
                   pay period, break out salary expense by activity and  
                   place amount in appropriate columns. 
  
          c.  Payroll Ledger (figure 17-11), is used to record all payroll 
              information for an individual employee.  The form is used in 
              conjunction with the Payroll Summary and payroll check.   
              Payroll transactions are recorded on all three documents. 
  
              (1)  The form is completed as payroll checks are being  
                   prepared as explained in paragraph 2.b.  Information  
                   written on the top of the payroll check stub is entered  
                   on the payroll ledger by a carbon strip on the back of  
                   the check. 
  
              (2)  The Payroll Ledger constitutes the earnings record for  
                   an individual employee.  The form is used as a payroll  
                   history to complete forms such as the W-2. 
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  G.  3.  a.  (5)  Prepare the form as follows: 
  
                   (a)  In the top portion of the individual reconciliation 
                        form, break out sales by standard departments.  In  
                        the activity level form, accumulate the sales data  
                        from individual registers. 
  
                   (b)  In the second portion, recalculate total sales by 
                        aggregating sales types, as opposed to departments. 
                        Reconcile this to the total obtained in paragraph 
                        3.a.(5)(a) above. 
  
                   (c)  In the lower portion of the form, reconcile "total 
                        sales plus beginning cash" to the amount 
                        "deposited/turned in". 
  
              (6)  Completed forms are received and posted to the Cash  
                   Receipts-Sales Journal (figure 17-13). 
  
          b.  Cash Register Adjustment Voucher (figure 17-15, CG-5299) is a 
              one-part form used to document underrings, overrings and  
              sales department corrections.  This form supports entries to  
              the Activity/Individual Daily Reconciliation document. 
  
              (1)  A new form is used daily by each register operator. 
  
              (2)  All correcting entries require approval by the  
                   supervisor. 
  
          c.  Refund Voucher (figure 17-16, CG-5307) is a two part  
              prenumbered form used to document and provide customer cash  
              refunds or exchanges.  A completed and approved refund  
              voucher is the same as cash, and therefore needs to be  
              tightly controlled.  It is also a supporting document for  
              entries to the Activity/Individual Daily Reconciliating  
              documents. 
  
              (1)  All refund vouchers must be approved by appropriate 
                   authority. 
  
              (2)  Sales slips should be attached to the refund voucher. 
  
              (3)  The refund voucher should be completed  
                   entirely-including customers name, address and phone  
                   number. 
  
          d.  Layaway Ticket (figure 17-17, CG-5101) is a four part  
              prenumbered document used to record the initial layaway  
              purchase and subsequent receipt of payments. 
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G.  3.  d.  (1)  Account for layaways by recording the entire sale the  
                   day the deposit is taken.  The difference between the  
                   deposit and the sale price represents a receivable,  
                   which will be recorded by the accounting office upon  
                   receipt of the copy of the layaway ticket.  Subsequent  
                   payments reduce the receivable.  If the layaway is  
                   cancelled, the entries should be reversed. 
  
              (2)  If the layaway is cancelled, the customers deposit is to  
                   be refunded, less any local service fee.  The refund  
                   voucher (figure 17-16) should be completed for the  
                   payout, referencing the layaway number.  Obtain the  
                   customers signature on the refund voucher or layaway  
                   ticket as evidence of the refund. 
  
              (3)  Distribution of the layaway copies is as follows: 
  
                   (a)  Copy one - customer. 
  
                   (b)  Copy two - attach to the Activity/Individual Daily 
                        Reconciliation (figure 17-14, CG-5298) to be sent  
                        to the accounting office. 
  
                   (c)  Copy three - retain with merchandise in a secure  
                        area for layaways and special orders awaiting  
                        pickup. 
  
                   (d)  Copy four - retain on file at the sales location,  
                        this file should be reviewed periodically for  
                        overdue payments. 
  
              (4)  After the last payment has been made the merchandise  
                   picked up by the customer, completed copy four should be  
                   forwarded with the daily cash receipts documentation to  
                   accounting.  Accounts receivable records will the be  
                   updated. 
  
              (5)  Additional procedures for handling layaway sales are  
                   provided in Enclosure (50) of this manual. 
  
          e.  Exchange Sales Receipt (figure 17-18, CG-4984) is a two-part 
              pre-numbered form used to record customer transactions when: 
  
              (1)  Customer signature or a personal record of the sale is 
                   desired, 
  
              (2)  Cash registers are not available to record the  
                   transaction, 
  
              (3)  The selling price of individual items purchased is  
                   greater than $100,00. 
  
          A copy of this form is retained at the register and attached to  
          the Activity/Individual Daily Reconciliation form for supporting  
          entries. 
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  G.  3.  f.  Departmental Sales Analysis (figure 17-19) is an optional 
              one-part form used to accumulate daily sales by the week and 
              month by selling department.  Activity and department sales  
              are obtained from the consolidated activity/daily  
              reconciliation form (figure 17-14). 
  
          g.  Monthly Sales Analysis (figure 17-20) is an optimal one-part  
              form used to record comparative weekly/monthly sales figures  
              by department.  The sales data for completing this form is  
              obtained from the Departmental Sales Analysis form (figure  
              17-19).  Although, this is not a posting source document,  
              the sales information is used by management for planning and  
              reviewing stock to sales ratios, open to buy limits, staffing  
              requirements and sales trends. 
  
          h.  Cash register overages and shortages are to be recorded by 
              register and register operator.  All discrepancies are to be 
              investigated. 
  
  H.  General Journal (no sample provided). 
  
      1.  General. 
  
          a.  The General Journal is used to record all transactions that 
              cannot readily be entered elsewhere such as a bank service 
              charge, provision for asset replacement, accruals, or  
              close-out entries. 
  
      2.  Procedures. 
  
          a.  The following information should be recorded for each entry: 
  
              (1)  Date of transaction 
  
              (2)  Description/reference 
  
              (3)  Debit entry 
  
              (4)  Credit entry 
  
          b.  Each entry recorded in the General Journal will be posted to  
              the General Ledger at the end of the accounting period.   
              Monthly accruals or closing entries will most likely be  
              posted directly to a trial balance and should not be entered  
              in the General Journal.  They should be prepared on  

  

              worksheets and kept with the trial balance.  Quarterly  
              accruals and closing entries will be posted to the General  
              Journal and General Ledger. 
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  I.  GENERAL LEDGER (figure 17-21). 
  
      1.  General. 
  
          a.  A sample General Ledger form has been provided as (figure 
              17-21).  The General Ledger is a self balancing record that 
              summarizes financial activity for the entire unit. 
  
          b.  Financial reports are prepared directly from the General  
              Ledger or indirectly through the use of a trial balance. 
  
          c.  Posting sources for the General Ledger include the Cash  
              Receipts-Sales Journal (figure 17-13), Purchase Register  
              (figure 17-1), Cash Disbursements Journal (figure 17-8),  
              and General Journal. 
  
      2.  Procedures. 
  
          a.  The General Ledger is posted monthly from all books of  
              original entry. 
  
          b.  Use a separate ledger or each year.  General Ledger pages  
              should be in account number order. 
  
          c.  Maintain separate accounts for direct expenses and revenues  
              for each activity.  Only one account need be maintained for  
              assets and liabilities. 
  
          d.  General Ledger pages can be purchased in a variety of styles. 
              The General Ledger should include columns for: 
  
              (1)  Date of entry 
  
              (2)  Description/reference 
  
              (3)  Debit entry 
  
              (4)  Credit entry 
  
              (5)  Balance 
  
  J.  Close Out Procedures. 
  
      1.  General. 
  
          a.  The books will be closed quarterly, corresponding to standard 
              NAFA reporting periods per Enclosure (13), Accounting  
              Periods.  All transactions through the last day of the  
              accounting period will be inclused in the operations of that  
              quarter. 
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  J.  1.  b.  The books of original entry should be summed and posted to  
              the General Ledger (figure 17-21) after transactions for the  
              last business day are entered. 
  
      2.  Month/Quarter-End Posting and Trial Balance Preparation. 
  
          a.  Complete journalizing of daily accounting transaction through 
              last day of period. 
          b.  Review documentation to insure that all transactions through  
              the cutoff date have been collected. 
  
          c.  Post general ledger accounts from books of original entry. 
  
          d.  Compute the end of period balances in each of the general  
              ledger accounts. 
  
          e.  Enter general ledger account balances to trial balance 
              worksheets.  A sample worksheet is provided in (figure  
              17-22).  Cash Assets should be listed first, proceed with  
              other accounts in numerical sequence. 
  
              (1)  Allow debit and credit columns on the trial balance for 
                   adjustments, accruals, and final/report balances.  If 
                   calculations of gross profit by department are being  
                   made, then breakout sales, purchases and inventory  
                   accounts by department. 
  
          f.  Total all debits and all credits to check equality.  Research 
              discrepancies. 
  
              (1)  Determine that the end-of-period checking account  
                   balance per reconciled bank statement equals both the  
                   checkbook balance and General Ledger balance. 
  
              (2)  Compare balances of subsidiary ledgers (receivables, 
                   payables, etc.) to the General Ledger control accounts. 
  
      3.  Accrual and Adjustment Preparation.  Accruals and adjustments  
          made to General Ledger account balances reflect activity during  
          the period that has not yet been journalized or posted.   
          Accruals and adjustments are entered on the trial balance  
          worksheets.  Accruals include adjustments for payroll, taxes,  
          leave, utilities and supplies etc. 
  
          a.  Accruals are expenses incurred but not yet paid, journalized  
              or posted.  Both accruals and adjustments to general ledger  
              account balances are entered on the trial balance worksheets. 
  
          b.  Reversal of prior quarter accruals may be necessary. 
  
          c.  Frequent accrual and adjustment entries include the  
              following: 
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  J.  3.  c.  (1)  To correct bookkeeping error. 
  
              (2)  To record inventory shrinkage. 
  
              (3)  Annual Leave.  The annual leave liability should be 
                   recalculated at the end of each accounting period.  This  
                   is accomplished by adding up the liability for each NAF 
                   employee.  Calculate as leave hours earned times current 
                   hourly gross salary, use current rates.  Note that leave 
                   earnings in hours should be as of the close of the last 
                   complete pay period.  This amount is readily obtained  
                   for the Individual Payroll Log-hours (figure 17-12). 
  
              (4)  Salaries and Wages.  Accrue salary and wage expense  
                   from the close of the pay period to the last day of the  
                   accounting period.  This adjustment can be readily  
                   estimated by determining the salary expense for the  
                   activity per day from the last full payroll period,  
                   and multiplying by the appropriate number of days. 
  
              (5)  Payables.  Accrue trade and other payables as of the  
                   last business day of the quarter; recurring charges such  
                   as utilities should be recorded consistently (one  
                   invoice each month).  For purposes of accrual, a  
                   purchase is to be considered a debt of the NAFA after  
                   receipt of merchandise.  Review all open PO's, unmarked  
                   receiving reports, open return to vendor forms, and  
                   other pertinent documents when calculating trade  
                   payables.  Group exchange trade payables by department  
                   where applicable. 
  
              (6)  Remittances.  Accrue the HQ overhead expense for the 
                   period.  Other remittance items are a distribution of 
                   profits and will be treated as a post closing entry. 
  
              (7)  Reserve for Asset Replacement.  Accrue the Reserve  
                   for Asset Replacement as 1% of sales for the accounting  
                   period. 
  
              (8)  Applicable Prepaid Items.  Determine proper  
                   allocation of prepaid or annual costs, earned income  
                   amounts and other operating or nonoperating expenses  
                   and enter amounts to trial balance worksheets. 
  
          d.  Add total debit and total credit entries to insure that  
              debits equals credits.  Research any discrepancies. 
  
          e.  Add or subtract adjustments to final adjusted balances for  
              all entries on trial balance worksheets. 
  
          f.  Add all credit balances and all debit balances of "adjusted" 
              columns to insure equality. 
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  J.  3.  g.  Post all accruals and adjustments from the trial balance to  
              the general journal for posting to the general ledger.   
              This provides documentation for all adjusting entries. 
  
      4.  Financial Report Preparation. 
  
          The Results of Operations Report (CG-5228) and statement of  
          Financial Condition (CG-5228A) will be prepared from the trial  
          balance.  Other management reports and schedules for local use,  
          should be completed at this time, Budget projections should be  
          made or revised for future periods if necessary. 
  
      5.  Closing Adjustments on an Annual Basis.  After computing  
          report balances and determining net profit for the quarter,  
          several adjustments need to be made and posted to the General  
          Ledger.  These include closing entries for revenue/expense  
          accounts and profit distribution entries.  Ending Net Worth needs  
          to be increased by the net profit (resulting from the close out)  
          and reduced by distributed profits.  After completing these  
          entries the ending Net Worth on the General Ledger will equal the  
          amount shown on the Statement of Financial Condition. 
  
      6.  Post Closing Trial Balance.  After the closing entries are  
          posted a post closing trial balance should be prepared.  The only  
          accounts with non-zero balances will be the balance sheet  
          accounts.  If the closing entries have been recorded properly all  
          other accounts will have zero balances. 
  
  K.  Accounting System Files.  Generally documents should be retained  
      for three years.  The following files are required: 
  
      1.  Cash Receipts.  Includes the following documents grouped by  
          day:  receipted bank deposit slips, Exchange Receipts (figure  
          17-18, CG-4984), cash register tapes, Activity/Individual Daily 
          Reconciliation (figure 17-14, for CG 5298), and Layaway Tickets 
          (figure 17-17, CG-5101).  Daily cash receipt documents should be 
          summarized, balanced, reviewed and posted to the Cash Receipts -  
          Sales Journal (figure 17-13) prior to filing. 
  
      2.  Cash Disbursements.  Include Purchase Orders (figure 17-3,  
          CG-4553) with attached bills of lading and/or receiving reports,  
          approved invoices, and other supporting documents.  These files  
          may be maintained by vendor, chronologically (typically monthly),  
          by type of document filed or a combination of these.   
          Documentation for active accounts, such as large vendors, tax  
          authorities, etc., are most efficiently referenced when filed by  
          vendor.  Create new files at the beginning of each fiscal year.   
          All invoices and purchase orders must be cancelled (marked paid)  
          and annotated with the date paid and check/voucher number. 
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  K.  3.  Purchase Orders (figure 17-3, CG-4553).  Maintain a numerical  
          file of all purchase orders for reference, in addition to the  
          copy in the cash disbursement file. 
  
      4.  Open Purchase Orders.  One copy of unsatisfied or blanket  
          purchase orders should be maintained in a numerical or vendor  
          file.  Closed purchase orders must be cancelled and filed  
          together with other disbursement documents, as noted in  
          paragraph K.2. 
  
      5.  Unmatched Receiving Documents.  Contains receiving  
          reports/bills of lading that have not yet been matched with  
          invoices and PO's.  Attach packing slips or delivery tickets to  
          the receiving report. 
  
      6.  Accounts Payable.  Contains unpaid invoices, accompanied by  
          PO's and receiving reports (where appropriate).  These items  
          should be arranged in a tickler file by payment due date.   
          Payments may be prepared in advance (such as when bill paying is  
          done weekly) but should not be mailed until due.  This will  
          maximize earnings on NAFA cash assets.  Cash discounts should be  
          taken. 
  
      7.  Merchandise Transfer Form (figure 17-5, form CG-5303).  File  
          these forms chronologically after posting to the appropriate  
          ledger. 
  
      8.  Bank Statements.  Contains monthly bank statements, 
          reconciliations, cancelled checks, and other supporting  
          documents. 
  
      9.  Payroll.  Maintain an accounting payroll file apart from  
          the personnel file.  This file will contain current Individual  
          Payroll Log-Hour forms (figure 17-12). 
  
     10.  Inventory.  Contains physical inventory sheets, worksheets, 
          Markup/Markdown Vouchers and other information pertaining to the 
          physical inventory. 
  
     11.  Budget and Financial Reports.  Contains all reports submitted  
          to Commandant (G-FNM) including Results of Operations (CG-5228), 
          Statement of Financial Condition (CG-5228A), Annual Budget  
          Reports (CG-5227, CG-5227A), and all supporting worksheets. 
  
     12.  Contracts and Agreements.  Contains concession contracts,  
          loan agreements, satellite agreements, etc. 
  
     13.  Correspondence.  Chronologically file correspondence in  
          accordance with the standard Coast Guard filing system. 
  
     14.  Accounts Receivable.  Includes Layaway Sales Tickets (figure  
          17-17, CG-5101) and other receivables documentation.  A small  
          accounts receivable subsidiary ledger could be kept in this file;  
          a card or ledger system should be used when there are a large  
          number of receivables transactions. 
  
     15.  Satellite Activity.  Contains monthly Status of Satellite  
          Exchange reports and nay other records of transactions with the  
          Satellite. 
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  L.  Table of Forms: 
   

 
  TABLE OF FORMS 
   *Denotes those forms that are applicable to a one write system. 
  
  **Denotes those forms that are available through the General Services 
  Administration. 
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The following pages contain samples of the forms listed in "L.  Table of Forms." 
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ACCOUNTING - SMALL NAFA 
  
  1.  Introduction. 
  
      a.  The accounting procedures outlined in this enclosure are the  
          minimum acceptable requirements for small NAFAs.  Small NAFAs  
          have: 
  
|         (1)  Annual sales less than $250,000; and 
  
|         (2)  Three or less separate activities; and 
  
|         (3)  All activities (excluding satellites) located on one 
|              installation. 
  
|     b.  The classification as a "small NAFA" is predicated on the NAFA  
|         being a small business with little diversity or complexity.   
|         When a small NAFA grows and exceeds the maximum established  
          criteria, it becomes a large NAFA and must implement the  
          financial books of account for a large NAFA.  Small NAFAs may  
          adopt the large NAFA accounting system if the commanding officer  
          determines such action is necessary to provide information  
          needed for effective command and control. 
  
      c.  Layaways are not authorized for small NAFAs.  Credit sales are  
          not authorized except for ships at sea. 
  
  2.  System Specifications. 
  
      This system requires certain minimal financial records be maintained  
      to properly account for revenues, expenses, assets, liabilities and  
      net worth of operations.  It gives command adequate information for  
      command and control.  It does not provide the same internal checks  
      and balances as the larger more sophisticated accounting system for  
      large NAFAs.  Weaknesses in the area of checks and balances can be  
      minimized by requiring NAFA officers to judiciously control cash and  
      purchases, through greater command involvement and by more frequent  
      audits of the NAFA.  These financial records must be maintained: 
  
      a.  Daily NAFA Journal (DNJ)(CG-4529).  See "Figure 18-1". 
  
      b.  Sales and Cash Receipts Record (CG-4529A).  See "Figure 18-2". 
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  2.  c.  Payroll Log. 
  
      d.  Purchase Log. 
  
      e.  Accounts Receivable and Payable Logs. 
  
|     f.  Annual Audits.  These are required audits. 
  
| 3.  DNJ (CG-4529). 
  
      a.  General Requirements. 
  
|         (1)  Each small NAFA will maintain a DNJ.  The form has been 
|              organized to allow transactions to be entered on individual  
|              lines and reports to be prepared directly from summary lines  
|              at the bottom. 
  
|         (2)  The DNJ has been set up as a double entry bookkeeping  
|              system; at least two entries must be made for each  
|              transaction. 
  
|              (a)  Plus and minus signs have been indicated at the top of  
|                   each column to facilitate entering the transaction and  
|                   verifying accuracy of any individual line.  The sum of  
|                   each line (plus columns & minus columns) should equal  
|                   zero. 
  
|              (b)  As an example, a disbursement for retail inventory  
|                   would be recorded as a decrease to Cash in Bank (minus,  
|                   column 4) and an increase in Purchases (plus, column  
|                   11).  A check is performed by adding all the amounts in  
|                   the plus columns and subtracting the amounts in the  
|                   minus columns.  When each line on the DNJ sums to zero,  
|                   the summary at the bottom of the DNJ page will add up  
|                   to zero.  The DNJ entries are correct provided the  
|                   numbers have been entered in the correct columns. 
|          

(3)  Several lines may be needed to enter one transaction on the 
|              DNJ.  This will be necessary if entries of several accounts  
               (or several activities or departments) are made in the same  
               column.  Make each entry and resist the temptation to  
               combine several entries. 
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  3.  a.  (4)  Financial operating results are "closed out" (summarized) 
               monthly.  Balance sheet data (asset, liability and net worth 
               balances) are carried forward from period to period as  
               beginning balances on the new DNJ. 
  
          (5)  References to Statement of Financial Condition-asset side 
               (CG-5228A, abbreviated SFCA), Statement of Financial 
               Condition-liabilities side (SFCL), and the Results of  
               Operations Report (CG-5228, abbreviated OPS) are at the  
               bottom of the DNJ.  These references show where to enter  
               the summarized monthly data from the DNJ. 
  
          (6)  Reduction of asset and liability balances (where no column  
               has been provided for a "decrease" in the balance) can be  
               done by showing a bracketed amount in the appropriate column  
               even though a plus or a minus sign already appears at the  
               top of the column.  Current Assets (column 20), Non-Current  
               Assets (column 21) and Liabilities (columns 24 and 25) may  
               be reduced in this manner.  If a bracketed item has been  
               shown in a column, it will have characteristics of the sign  
               opposite that appearing in the column heading. 
  
      b.  Form Headings Explanation (CG-4529).  Self-explanatory items  
          are not included. 
  
          Column             Explanation 
  
          (8)               Activity I.D.  If transactions from several  
                            activities are entered on the DNJ, direct  
                            revenue and expense entries must be identified  
                            by entering the assigned standard activity I.D. 
  
          (10)              Income:  Interest, Discount, Other.  This  
                            includes other income items by type:  interest, 
                            discounts, and other (display allowances,  
                            rebates, concession income, etc).  At the end  
                            of the period, summarize all other income by  
                            type. 
  
          (14)              Other Direct Expenses.  This includes  
                            direct expenses of operations such as  
                            utilities, supplies, repairs, maintenance, etc. 
  
          (16)              Provision for Asset Replacement.  This  
                            provision is optional for small NAFAs.  When  
                            used, indicate the Provision for Asset  
                            Replacement as 1% of net sales.  This entry  
                            will be made at the end of the accounting 
                            period after total period sales are known.   
                            Make the other entry for this transaction to  
                            Net Worth-Reserved (column 26). 
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  3.  b.  (cont'd) 
  
          Column             Explanation 
  
|         (17)              Other General & Administrative Expenses  
|                           (G&A).  This includes expenses for NAFA  
|                           insurance, satellite payments, and other G&A  
|                           expenses.  At the end of the period, summarize  
|                           by type of expenditure. 
  
|         (20)              Inventory, Prepaid Expenses, Other.  This  
|                           includes inventory, prepaid expenses and other.   
|                           Other current assets include items such as  
|                           bottle deposits.  At the end of the period,  
|                           summarizes by type of asset. 
  
|         (24)              Accrued Liabilities, Remittances, Loans 
|                           (Short Term), Other.  This includes accrued  
|                           liabilities, remittances payable, short term  
|                           loans, and other.  Other current liabilities  
|                           are items such as payroll tax withholdings.   
|                           At the end of the period, summarize by 
|                           type of liability. 
  
|         (25)              Long Term Liabilities.  Liabilities due in  
|                           more than one year will be considered long term  
|                           and recorded in this column. 
  
  4.  Sales and Cash Receipt Record (CG-4529A). 
  
      a.  General Requirements. 
  
          (1)  Enter cash receipts and sales on CG-4529A on a daily basis.   
|              Cash register readings must be taken by the NAFA officer,  
|              recorded on the form, cash overs and shorts computed, and  
|              register cash verified on a daily basis.  This process is  
|              the heart of the cash control system and must not be  
|              neglected.  Make entries in Cash Received All Sources  
|              (column 1) of the DNJ either daily or summarize and enter  
|              weekly.  The off setting entry is made in the column  
|              identifying the source of the cash:  column 9 for sales; 
|              column 10 for other income; column 19 for a collected  
|              receivable; etc. 
  
|         (2)  Cash receipts will be totaled on the Sales and Cash Receipts 
|              Record (CG 4529A) and compared against bank deposits.  Make  
|              an entry on the DNJ to show the transfer from Cash on Hand  
|              (column 2) to Cash in Bank (column 3). 
  
|         (3)  When all summarized transactions on CG-4529A have been  
|              entered on the DNJ, file the form with cash register detail  
|              tapes and other cash receipts documents. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  4.  b.  Form Headings Explanation for CG-4529A. 
  
          Column             Explanation 
  
               (c)          Cash Receipt.  Enter net cash received in  
                            this column.  Include checks, collections on 
                            receivables, and other cash items. 
  
             (d) & (e)      Cash Register Overage or Shortage.  Enter  
                            amount of any overage or shortage for the  
                            specific register or activity being summarized.   
                            These amounts are computed by taking the  
                            difference between actual register cash less  
                            change fund and subtracting the difference  
                            between the beginning and closing cash register  
                            readings.  Voids, returns and over rings must  
                            be itemized and deducted from the difference of  
                            the register readings. 
  
               (f)          Sales Register Readings.  The NAFA officer  
                            must read cash registers daily and perform the 
                            reconciliation of cash to sales.  The beginning 
                            and closing cash register readings will be 
                            entered on the line identified by the cashiers' 
                            and certifying officers' signature.  The amount 
                            entered in column (f) is the difference between 
                            the readings. 
  
               (g)          Other Income.  Enter miscellaneous income  
                            amounts such as concession receipts, display  
                            allowances, vendor rebates, etc. 
  
               (h)          Accounts Receivable Collection.  Enter  
                            amounts collected on existing receivables.   
                            Take collections of receivables previously  
                            written off as a bad debt as other income and  
                            enter in column (g). 
  
             (i) & (j)      Other Accounts.  Enter account name (column  
                            i) and amount (column j) for cash receipts  
                            affecting balance sheet accounts.  Examples of  
                            transactions requiring entry here shall be  
                            refunds of deposits or repayment of initial  
                            investment in satellite upon reduction in  
                            capitalization level. 
  
               (k)          Signatures.  Where entries reflect the  
                            transfer of funds or closing out of a cash  
                            register drawer, both parties will acknowledge  
                            the amounts involved.  Both the remitter and  
                            the certifying or receiving officer will sign. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  4.  c.   Pro Forma Cash Receipt Entries to the DNJ. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  5.  Individual Payroll Ledger (CG-4529B). 
  
      a.  General Requirements. 
  
          (1)  Payroll records are the source data for Gross Salary and  
               Payroll withholding entries to the DNJ.  They also provide  
               the base information necessary for the preparation of  
               required tax returns and reports. 
  
          (2)  Enter payroll disbursements by individual check number on  
|              the DNJ.  Make identification entries for Employee (column  
|              7), Date (column 5), Check Number (column 6), and Activity  
|              Code (column 8).  Make entries for Cash Disbursed (column  
|              4), Gross Salary (columns 13 or 15), and Other Liabilities  
|              (column 24) for payroll deductions. 
  
|         (3)  Enter only the employee's portion of Salary Expense as noted 
|              above.  Total the employer's share of payroll taxes 
|              (employer-paid FICA) and employer-paid portion of benefits 
|              (retirement and group insurance) for the entire payroll and 
|              enter on the DNJ.  Where these amounts are calculated on an 
|              employee-by-employee basis, summarize these amounts from all 
|              Individual Payroll Ledgers for posting to the DNJ. 
  
|         (4)  Review and adjust the annual leave liability quarterly.   
|              This is done by totaling the liability for all individual  
|              employees.  Compute each employee's liability by multiplying  
|              the number of hours of leave accrued (as of the end of the  
|              period) by the current hourly rate.  Increase or decrease  
|              the existing annual leave accrual (Accrued Liabilities,  
|              Other, column 24) as necessary.  The corresponding entry  
|              will be an increase or decrease in Gross Salary (columns 13  
|              and/or 15). 
  
          (5)  Keep manual payroll records on form CG-4529B (Figure 18-3). 
               Computerized payroll records will include: 
  
               (a)  Employee name. 
  
               (b)  Social Security Number. 
  
               (c)  Hourly rate per current wage schedule for local area. 
  
               (d)  Job grade per approved position description from  
                    G-PC-2. 
  
               (e)  Number of hours worked per pay period. 
  
               (f)  Payroll period. 
  
               (g)  Gross pay (hours x rate). 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  5.  a.  (5)  (h)  Mandatory deductions, including: 
  
                    1.  Federal income tax. 
                    2.  State income tax. 
                    3.  Employee FICA. 
                    4.  Local tax, if applicable. 
  
               (i)  Other deductions, including: 
  
                    1.  Medical insurance. 
                    2.  Retirement. 
                    3.  Other elective deductions. 
  
               (j)  Net pay. 
  
               (k)  Year to date amounts for gross pay and federal  
                    withholding. 
  
               (l)  Balance of annual and sick leave in hours. 
  
      b.  Form Headings Explanation for CG-4529B. 
  
          Column                       Explanation 
  
          Date                         Date of the current pay period. 
  
          Annual leave                 Enter the net current period  
                                       earnings or usage and the cumulative  
                                       balance, in hours, in the columns  
                                       provided. 
  
          Sick leave                   Enter the net current period  
                                       earnings or usage and the cumulative  
                                       balance, in hours, in the columns  
                                       provided. 
  
          Hours worked                 Show hours worked in the current pay  
                                       period as regular or overtime in the  
                                       appropriate column. 
  
          Gross salary                 Complete the gross salary as regular  
                                       hours times the regular rate, plus  
                                       overtime hours times the applicable  
                                       overtime rate.  Include shift  
                                       differential and other rate premiums 
                                       where appropriate. 
  
          Federal withholding          Calculate federal withholding from  
                                       the federal Circular E publication  
                                       using the gross current salary,  
                                       marital status, and number of  
                                       exemptions noted. 
  
          FICA                         Calculate FICA withholding as gross  
                                       pay times the applicable FICA rate,  
                                       up to the FICA tax base provided by  
                                       law. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  5.  b.  (cont'd) 
  
          State withholding            Calculate state withholding (where 
                                       applicable) from the state tax  
                                       tables as done for federal tax  
                                       withholding. 
  
          Life and Health Insurance    Enter the employee's payroll  
                                       deduction for life and health  
                                       insurance (if any) in this 
                                       column. 
  
          Retirement                   Enter the employee's share of  
                                       retirement plan participation costs  
                                       for the current pay period, if  
                                       applicable. 
  
          Other                        Enter other payroll deduction  
                                       amounts, such as credit union  
                                       deposits, savings bond purchases,  
                                       etc. 
  
          Net pay                      Gross salary less all deductions. 
  
          Year to date amounts         Maintain year-to-date totals for  
                                       gross salary and federal withholding  
                                       on a calendar year basis.  These  
                                       amounts are typically included on  
                                       the employee's pay stub. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  5.  c.  (cont'd) 
 

 
    
  6.  Purchase Log. 
  
      a.  General Requirements. 
  
          (1)  Each small NAFA must maintain a Purchase Log to record all 
               purchase orders issued, the date of issue, vendor's name, 
               description of purchase, purchase amount, and date of order 
               receipt.  A sample log is in Figure 18-4. 
  
          (2)  Purchase Orders (CG-4553) must be issued for every purchase  
               made by the NAFA.  Make entries in the Purchase Log when  
               the orders are issued.  Blanket Purchase Agreements (BPAs)  
               may be issued for a period not to exceed one month. 
  
          (3)  Make the purchase entry in column 11 of the DNJ upon receipt  
|              of properly ordered, delivered and invoiced resale  
|              merchandise.  The off setting entry is to record the payable  
|              in column 22.  When the purchase is for other than resale  
|              merchandise, record the purchase in either Other Direct  
|              Expenses (column 14) or Other G&A Expenses (column 17) as  
|              appropriate.  The off setting entry is made in column 22 to  
|              establish the payable. 
  
|         (4)  When a check is issued to pay for supplies, services or 
|              merchandise received, make entries in Paid out by Check  
               (column 4) and Decrease in Accounts Payable (column 23).  
               For C.O.D. deliveries, the entries in (1) and (2) may be  
               summarized by recording the payment in column 4 and the  
               purchase as indicated in (3) above. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  6.  a.  (cont'd) 
  
          (5)  Purchases must be recorded in the accounting period that 
               merchandise is received.  If this is not done and the  
               merchandise is included in inventory, operating results will  
               be misstated. 
  
  

 
   7.  Accounts Receivable and Payable Log (CG-4529C).  See "Figure  
       18-5". 
  
      a.  General Requirements. 
  
          (1)  Accounts Payable.  Small NAFAs must maintain an Accounts  
               Payable Log.  The file of individual CG-4529C's arranged  
               alphabetically by vendor's name meets the requirement for a  
               separate log.  Information in this log is a breakout of  
               business transactions by vendor and backup for the  
               individual entry to the DNJ.  The total of individual  
               accounts payable must agree with the closing end of 
               month balance on the DNJ. 
  
          (2)  Accounts Receivable.  Those units with a significant  
               number of individual receivable accounts must maintain an  
          Accounts Receivable Log.  Ships granting credit while  
               underway must record all credit transactions by name on  
               individual CG-4529C's.  The total of individual accounts  
               receivable must agree with the closing end of month balance  
               on the DNJ. 
  
          (3)  Automated Files.  When automated systems are used,  
               records must have: 
  
               (a)  Account name, address and payment terms. 
  
               (b)  Date and description of transaction. 
  
               (c)  Current net balance column. 
  
               (d)  Increase and decrease columns. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  7.  b.  Form Explanation for CG-4529C. 
  
          Column                       Explanation 
  
          Description (a)              Note the account name and date of  
                                       transaction or "beginning balance"  
                                       if it is the account total from the  
                                       previously prepared form. 
  
          Beginning Balances (b)       Indicate the ending balance for each  
                                       vendor brought forward from previous  
                                       month. 
  
          New or Increases (c)         Enter new transactions in this  
                                       column with a description. 
  
          Decreases (d)                Enter receipts (receivables form) or 
                                       disbursements (payables form) in  
                                       this column. 
  
          Ending Balance (e)           Calculated as beginning balance plus  
                                       new receivables or payables, less  
                                       amounts received (receivables) or  
                                       paid (payables), column (b)+(c)-(d). 
  
          Portion 61-90 Days Old       Breakout the ending balances column  
          (f)                          (e) by age.  Enter the amounts 61-90  
                                       days old in this column. 
  
          Portion over 90 Days         Enter portion of ending balances  
          (g)                          over 90 days old.  
  
          Lines 1 to 31:               Enter detail transactions on the  
                                       body of the report on lines 1 to 31.   
                                       List the account name and beginning  
                                       balance followed by transaction 
                                       Show all activity for that account  
                                       name before calculating the ending  
                                       balance and going on to the next  
                                       account. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  7.  c.  (cont'd) 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  9.  Preparation and Analysis of NAFA Reports. 
  
      a.  Closing Out the DNJ and Preparing Reports. 
  
          (1)  Daily NAFA Journal (DNJ) 
  
               a.  Ensure all transactions have been recorded in the  
                   daily NAFA journal. 
  
               b.  On each page, total all appropriate columns and post  
                   on the summary line at bottom of page. 
  
               c.  Add or subtract totals across all columns (1-27) as 
                   indicated at the top of each column.  If the grand total 
                   equals zero, the journal is in balance.  If not, check 
                   beginning balances brought forward to ensure that they  
                   have been copied correctly.  Then review each row until  
                   error is found. 
  
               d.  If more than one journal page is used, summarize  
                   each column on a consolidated sheet and add across to  
                   ensure proper balance.  The term "proper balance" means  
                   for each plus entry there is an offsetting minus entry.   
                   To be correct, all transactions must be recorded and  
                   entered in the proper columns. 
  
        e.  When journal is balanced, proceed to reconciliation 
                   procedures. 
  
          (2)  Reconciliation of Accounts. 
  
               a.  The pre-closing balances at the bottom of the DNJ  
                   are compared against the actual balances in the asset  
                   and liability accounts as determined by physical count,  
                   e.g., inventory, cash count, bank statement, account  
                   payable log, account receivable log, etc. 
  
               b.  The pre-closing balances on the DNJ are calculated  
                   by adding or subtracting the journalized transactions  
                   from the beginning balances in the asset and liability  
                   columns brought forward from the previous accounting  
                   period.  Perform a reconciliation for petty cash funds,  
                   change funds, check cashing funds, all bank accounts,  
                   inventories, satellite accounts receivable, accounts  
                   receivable and accounts payable. 
  
               c.  If any difference exists, there is an error between  
                   what is actually on-hand and the balance recorded.  This  
                   error must be found and corrected.  Start by checking  
                   the journal entries for the category which does not  
                   balance with the source documents for a possible mistake  
                   in copying numbers. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
           9. d.  Accounting adjustments are performed to bring the  
                   books into agreement with actual conditions.  Each and  
                   every adjustment must be identified and explained in the  
                   DNJ.  Make the correction (double entry) and compute the  
                   closing balances at the bottom of the DNJ, e.g.,  
                   cash-on-hand (actual) $2 greater than journal balance:   
                   correction - column (1) $2; column (8) "Adjusting  
                   Entries"; column (20) $2.  This procedure is for minor  
                   adjustments. 
  
               e.  Major differences must be traced back until the  
                   error is found.  A common sense approach is most useful  
                   in identifying the source of the error, e.g.,  
                   cash-on-hand does not reconcile:  Question - Does the  
                   journal show the unit deposited more than it received  
                   from all sources?  If the error cannot be isolated, the  
                   commanding officer may require an audit to identify the  
                   problem. 
  
      b.  Preparation of Reports.  With all accounts reconciled, the  
          reports can be prepared.  All source information comes from the  
          DNJ. 
  
          (1)  Prepare the Results of Operations Report (CG-5228). 
  
          (2)  Prepare the Statement of Financial Condition (CG-5228A). 
  
          (3)  If Total Assets equals Total Liabilities plus Net Worth on  
               the Statement of Financial Condition and all accounts  
               reconcile, the report is correct.  If not, check reports for  
               addition or subtraction errors or an error in transposing  
               data from DNJ. 
  
          (4)  Check report for typographical errors and consistency of the  
               same data on the different forms. 
  
      c.  Report Analysis. 
  
|         (1)  Review the report to ensure it is representative of actual 
|              financial conditions and the financial condition of the  
|              activity is sound. 
|         (2)  Gross profit will normally not vary by more than 1% from  
|              year to date of the previous year unless some parameter  
|              under management control has also changed.  Most of the  
|              variances on activity reports can be attributed to sloppy  
|              accounting practices where purchases have not been entered  
|              in the journal for the correct accounting period, where  
|              revenue from sales have not been entered in the journal for  
|              the correct period or correct activity, where merchandise  
|              transfers have not been recorded in the proper period, or  
|              where, in fact, merchandise or cash has mysteriously 
|              disappeared.  Bad accounting practices will, if permitted to 
|              continue, distort the financial performance of an activity  
|              and obstruct management analysis. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
| 9.  c.  (3)  It may be useful to compare a pricing plan (activity  
|              mark-up system) with actual performance by converting gross  
|              profit percentage achieved to an equivalent average mark up.   
|              The difference between design mark up and actual equivalent  
|              mark up is equal to the shrinkage of cash or merchandise  
|              which is unaccounted for by the bookkeeping system.  The  
|              difference may be attributed to markdowns, missed accounting  
|              entries, missing cash or loss of merchandise. 
|         (4)  Keep inventories below two months anticipated sales. 
|              Overstocking often results in the inability to pay bills on  
|              time and the loss of fast payment discounts.  Use discretion  
|              in stocking jewelry and other speciality items which  
|              normally do not sell at a rapid rate.  As a rule of thumb,  
|              limit stockage of a slow moving items to 10% of net worth. 
|         (5)  Financial performance ratios: 
| 
|              (a)  Current Ratio.  A ratio in excess of 2.5 to 1 will  
|                   be comfortable as long as inventories are balanced with  
|                   fast and slow moving items.  An excess of slow moving  
|                   inventory items renders this ratio useless. 
|              (b)  Acid Ratio.  A ratio in excess of 1.00 to 1 will  
|                   enable an activity to pay its bills on time and take  
|                   advantage of fast payment discounts.  A ratio less than  
|                   0.7 to 1 usually indicates the activity is in trouble  
|                   and cannot pay its bills. 
  
  10.  Required Files.  The following files must be maintained and  
       retained for a period of three years.  All documents and records are  
       filed chronologically. 
  
       a.  Cash Receipts.  A monthly cash receipts file must include  
           receipted deposit slips, cash register tapes, completed (all  
           transactions posted to the DNJ) CG-4529A, and all other cash  
           receipt documentations. 
  
       b.  Cash Disbursements.  A monthly cash disbursement file must  
           include purchase orders, bills of lading, approved invoices,  
           and other cash disbursement supporting documents. 
  
       c.  Open Purchase Order.  An open purchase order file must  
           contain all purchase orders for undelivered orders and vendor  
           invoices for goods not received. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  10.  d.  Accounts Payable.  An accounts payable file must contain  
           all purchase orders for merchandise received but not yet paid.   
           Receipt of goods must be noted on the purchase order with the  
           date of receipt. 
  
       e.  Bank Statements.  A bank statement file must contain  
           monthly bank statements, monthly reconciliations, canceled  
           checks and other supporting documents. 
  
       f.  Payroll.  An accounting payroll file must contain  
           individual payroll ledgers for all current employees. 
  
       g.  Inventory.  An inventory file must contain physical  
           inventory sheets, worksheets used to calculate value of  
           inventory, markdown and survey record and other information  
           pertaining to the physical inventory. 
  
       h.  Budget and Financial Reports.  A file of budget and  
           financial reports must contain the originals of all reports  
           submitted to Commandant (G-FNM) including Results of Operations,  
           Statement of Financial Condition, Annual Budget reports and all  
           supporting worksheets and calculations. 
  
       i.  Contracts and Agreements.  A file of contracts and  
           agreements must contain concession contracts, loan agreements,  
           satellite agreements, etc. 
  
  11.  Guidelines for Auditing Small NAFAs. 
  
       a.  Purpose.  These guidelines assist audit board members in  
           auditing small NAFAs. 
  
       b.  Responsibility of Audit Board Members.  Audit board members  
           must: 
  
           (1)  Familiarize themselves with Comptroller Manual (COMDTINST 
                M7010.5), Non-appropriated Fund Activities. 
  

           (3)  Evaluate the effectiveness of operating controls (internal 

                of the NAFA and on the results of operations for the  

           (2)  Test the validity of accounting transactions and the  
                accuracy of accounting records by randomly sampling  
                documents. 
  

                checks and balances). 
  
           (4)  Report to the commanding officer on the financial condition  

                period(s) audited, including constructive suggestions for  
                improvement. 
  
       c.  Preparation of Working Papers. 
  
           (1)  Effective auditing requires working papers be prepared in  
                an orderly manner showing information obtained, work  
                performed and conclusions reached.  The working papers  
                constitute the record of information obtained, the audit  
                work performed and the auditors' findings.  They form the  
                connecting link between the work performed and the audit  
                report. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  

           (2)  Each working paper must: 

|               (a)  Be prepared on paper of a uniform standard size and  

                (c)  Have a purpose directly related to the audit. 

  11.  c.  (cont'd) 
  

  

|                    have the name of the auditor and the date in the upper  
|                    right corner. 
| 
                (b)  Be neat and legible. 
  

  
                (d)  Show the source of information. 
  
           (3)  Prepare audit working papers to support various phases of  
                the audit such as:  1) cash counts; 2) bank  
                reconciliations; 3) analysis of accounts; and 4)  
                inventories.  Working papers must also include the  
                auditor's notes and comments on each audit phase. 
  
           (4)  Working papers must be retained in the NAFA files for at  
                least three years. 
  
       d.  Audit Work Performed. 
  
           (1)  Cash Count. 
  

                     custodian performing the count.  Summarize cash count  

  

                (a)  Observe cash counts performed by cash custodians for  
                     each cash fund such as change funds and the petty cash  
                     fund. 
  
                (b)  List cash counted on a separate work paper for each  
                     cash fund.  Include bills, coins, checks and other  
                     cash items such as money orders.  Sign and date each  
                     cash count work paper and secure the signature of the  

                     work papers using the following sample summary as a  
                     guide: 
  
                                      C. G. EXCHANGE 
                                  Summary of Cash on Hand 
  
       Cash on Hand: 
              Undeposited Receipts - 31 August 1987                $790.50 

       Other assets: 
              Petty Cash fund: 
              Cash                           $17.00 
              Vouchers (receipts)              3.00 
                                             $20.00 
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  Encl. (18) to COMDTINST M7010.5, CH-17 

             Activity C                      

  
  11.  d.  (1)  (cont'd) 
  
          Change Funds: 
             Activity A                     $50.00 
             Activity B                      50.00 

25.00 
                                            $125.00 
  
  Cash on hand (shown on financial statement for Aug. 87)   $790.50 
  Authorized Change Funds                                    125.00 
  Authorized Petty Cash Fund                                 20.00 
  Total Cash Counted                                        $935.50 
  
           (2)  Cash Receipts. 
  
                (a)  Compare total receipts on DNJ with total deposits  
                     shown on bank statements and total receipts shown on  
                     the Sales and Cash Receipts Record.  Account for any  
                     difference. 
  
                (b)  Verify the NAFA officer collects cash from cashiers at 
                     least daily or more often if the sales volume is  
                     large. 

                     from cashiers and verify that differences were  

           (3)  

  
                (c)  Compare cash register readings when cash was collected  

                     recorded as overages or shortages. 
  

Petty Cash Fund. 
  
                (a)  Prepare a statement of accountability for the petty  
                     cash fund.  Cash on hand plus petty cash vouchers  
                     supporting payments must equal the total petty cash  
                     fund authorization. 
  
                (b)  Review petty cash vouchers to determine if they were 
                     properly approved. 
  
                (c)  Determine if the fund is used only for small expense  
                     items not normally paid by checks. 
  
           (4)  Cash in Bank. 
  
                (a)  Obtain the latest bank statement and canceled checks  
                     for the period audited. 
  
                (b)  Reconcile the balance on the bank statement with the  
                     check book balance and confirm the bank balance  
                     directly with the bank.  Ensure computed bank balance  
                     reconciles with the DNJ closing balance. 
  
                (c)  Examine canceled checks for one week of the audit  
                     period and trace to Purchase Log, Accounts Payable  
                     Log, and DNJ. 
  
                     1.  Compare checks drawn with accounting distribution. 
  

2. Compare name of payee, amount and date of check with  
DNJ, Purchase Log and Accounts Payable Log. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
  11.  d.  (4)  (c)  3.  Compare first endorsements with name of payee. 
                     4.  Investigate double endorsement where second  
                             endorsement is a person connected with the  
                             NAFA. 
  
                     5.  Determine if all checks are accounted for and  
                             if voided checks are marked "VOID" and  
                             retained. 
  
                     6.  Determine if deposits in transit at end of the  
                             prior audit period were deposited promptly. 
  
           (5)  Disbursements.  Compare total withdrawals on bank  
                statements with total disbursements shown in the DNJ and  
                Accounts Payable Log. 
  
           (6)  Other Assets.  Review the back-up schedule for "Other  
                Assets" to verify the figures on the Statement of  
                Financial Condition.  Explain all discrepancies. 
  
           (7)  Net Worth.  Prepare a schedule showing the beginning  
                and ending balances in the surplus and reserve accounts  
                for the period audited to determine the: 
  
                (a)  Changes in the accounts. 
  
                (b)  Accuracy of transactions. 
  
                (c)  Validity of adjustments made during the period. 
  
       e.  Observation of Physical Inventory. 
  
           (1)  Observe procedures used by inventory teams at all  
                activities.  Spend time with each of them. 
  
           (2)  Describe procedures used by each inventory team and  
                comment on deficiencies noted in your working papers. 
  
           (3)  Verify the accuracy of extensions and footings on  
                inventory sheets.  Perform this audit step on a test basis. 
  
           (4)  On a test basis, determine if items included in the 
                inventory were either paid for or accrued (an accounts  
                payable established). 
  
       f.  Accounts Receivable.  Prepare a schedule showing accounts  
           receivable by age (current - not more than 30 days; 30-60 days;  
           and over 60 days) and determine if: 
  
           (1)  Action is being taken to identify and collect delinquent  
                accounts (account over 30 days old) excluding accounts for  
                which payments have been received but not yet posted to the  
                accounts. 
  
           (2)  Accounts written off as bad debts were properly approved. 
  
           (3)  Overpayments of accounts are shown as liabilities on the  
                financial statement. 
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  11.  g.  Accounts Payable and Other Liabilities. 
  
           (1)  Prepare a list of accounts payable in the open accounts  
                payable document file and compare the total dollar  
                balance with the DNJ Accounts Payable Log and Statement of  

                supported and stamped or marked paid to prevent duplicate 

           (4)  Determine if expenditures for material and services were  

                not used for direct NAFA operating expenses. 

                     goods were received. 

                     compiled with. 

                Financial Condition.  Analyze and explain differences. 
  
           (2)  Compare monthly statements from creditors with actual  
                documents on file. 
  
           (3)  Review several paid invoices to determine if they are fully 

                payments. 
  

                proper charges to NAFA funds and appropriated funds were  

  
           (5)  Determine if: 
  
                (a)  Detailed records of open accounts payable were  
                     reconciled with accounts payable balances. 
  
                (b)  Vendors' statements were compared with the supporting 
                     documents and the accounts payable log before payment  
                     was made. 
  
                (c)  Unpaid invoices were recorded as liabilities when the  

  
                (d)  The provisions of the Prompt Payment Act are being  

                (e)  Invoices were held in a file pending receipt and  
                     acceptance of materials or services. 
  
                (f)  Accounts were selected promptly and discounts offered  
                     were taken. 
  
           (7)  Review expense accounts to determine if liabilities were 
                established. 
  
           (8)  Determine the reasons for not settling old accounts (30  
                days old or over). 
  
           (9)  Test unpaid invoices for receipt and acceptance of goods  
                and the accuracy of computations of invoices. 
  
          (10)  Review invoices received for the first five days after the 
                preparation of monthly statements to determine if they show  
                any indication of receipt or acceptance prior to the  
                statement preparation and if they should have been included  
                as liabilities. 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
  
       h.  Property Records. 
  
           (1)  Observe an inventory of NAFA owned furnishings and  
                equipment.  Determine it the equipment is properly  
                identified and if the locations of the items agree with the  
                property records. 
  
           (2)  Check physical counts with quantities recorded on the  
                property records and inventigate differences. 
  
           (3)  Determine if a physical inventory was taken in connection  
                with the last audit. 
  
           (4)  Account for items disposed of since the last physical  
                inventory. 
  
           (5)  Examine exchange property for worn out or obsolete  
                equipment. 
  
           (6)  Review property records to determine if the date of  
                purchase, cost, location, and description of the property  
                (including manfacturer's serial number) is recorded on the  
                records. 
  
           (7)  Determine if: 
  
                (a)  Property records are maintained on a current basis. 
  
                (b)  Purchases and dispositions were approved. 
  
                (c)  Discrepancies between the property records and  
                     physical inventories were investigated and adjustments  
                     approved. 
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Encl. (18) to COMDTINST M7010.5, CH-17 
  : 

 
  Daily NAFA Journal (Sheet 1 of 2)  
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Encl. (18) to COMDTINST M7010.5, CH-17 
: 

 
   
 

Dailly NAFA Journal (Sheet 2 of 2) 
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Encl. (18) to COMDTINST M7010.5, CH-17 
 

 
Sales and Cash Receipts Record 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
 

 
  
 

Individual Payroll Ledger 
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Encl. (18) to COMDTINST M7010.5, CH-17 
 

 
 
 
 

Sample Purchase Log 
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  Encl. (18) to COMDTINST M7010.5, CH-17 
 

 
 

Accounts Receivable/Payable Record 
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  Encl.  (19) to COMDTINST M7010.5, CH-17 
  

FINANCIAL REPORTING UNIT OR DISTRICT 
  
  1.  General. 
  
      a.  The Non-Appropriated Fund Activities (NAFA) management  
          information system summarizes the operating results and financial  
          condition of each reporting NAFA.  It also provides the  
          information necessary for effective command and control.  The  
          management information system uses the same reporting format,  
          content and electronic mailing system as the budgeting system. 
  
      b.  The management information system provides a variety of financial 
          management reports and information for effective budgeting,  
          decision-making, planning and programming of NAFA resources.   
          Reporting requirements and procedures for field unit NAFAs and  
          districts consolidating funds or incurring overhead costs are  
          enclosed. 
  
  2.  Reporting Requirements of Unit NAFAs (RCS-G-FNM-6256). 
  
      a.  General. 
  
          (1)  Two forms must be prepared monthly: the Results of  
               Operations Report (CG-5228) (Figure 19-1); and the  
               Statement of Financial Condition (CG-5228A) (Figure 19-2).   
               Originals are always retained by the unit. 
  
          (2)  Prepare quarterly reports by summarizing monthly reports. 
|              Electronically enter and mail these reports to Commandant  
|              (G-FRS) over the Standard Coast Guard Terminal (C3) within  
|              15 working days after the last day of each accounting  
|              period.  Financial forms, computer edit routines and a user  
|              manual will be available at each terminal.  District offices  
|              have access to all district unit reports.  Comparative  
|              financial management reports can be printed locally after  
|              the quarterly reports are submitted.  Units not having a  
|              computer terminal may submit reports via regular not having  
|              a computer terminal may submit reports via regular mail. 
  
          (3)  Ships underway when reports are due will provide the data  
               from the Results of Operations Report (CG-5228) and the  
               Statement of Financial Condition (CG-5228A) by message to  
               Commandant (G-FRS). 
  
          (4)  Satellite operations must report monthly to the parent NAFA  
               using the procedures shown in Encl.  (30). 
  
          (5)  All amounts entered on reports must be in dollars and cents. 
  
          (6)  Amended Quarterly Reports.  If changes or corrections  
               are necessary, units must: 
  
               (a)  Enter only heading information and the corrected data  
                    on the appropriate lines of reporting form, and check  
                    (X) the space marked "revised" in the upper right  
                    corner. 
  
 
 
 
 



  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  2.a.(6)      (b)  Review any calculated amount that are affected by the 
                    corrected entries; i.e., line or column totals, cost of 
                    goods, gross profit, general and administrative total, 
                    etc.  Include appropriate changes to the Statement of 
                    financial Condition (CG-5228A). 
  
|              (c)  Prepare and mail amended reports via the chain of  
|                   command to Commandant (G-FNM).  Electronic transmission  
|                   is not permitted once initial reports are entered. 
  
      b.  Results of Operation Report (GC-5228). 
  
          (1)  General.  The Results of Operations Report (Figure 19-1)  
               is used to summarize the operating revenues and expenses for  
               each NAFA and to list consolidated totals for the unit.  All  
               NAFAs must prepare this report monthly to monitor operations  
               and provide the information necessary for command and  
               control.  Quarterly reports are prepared by summarizing  
               three monthly reports.  All items on the report must be  
               completed. 
  
          (2)  Heading Information.  Place the unit name, operating  
               facility activity code (OPFAC) and the year/quarter number  
               in the places assigned, e.g., YR84Q1 would represent first  
               quarter, FY1984. 
  
          (3)  Acridity Identification Code.  At the top of each  
               column, place the activity identification code for each  
               activity.  As shown listed in Encl. (4). 
  
|         (4)  Line Entries.  Line 7 through 17 on the Results of  
|              Operations Report total revenue, expense and distribution  
|              items for the total unit.  Only lines 1 to 6 and 18 to 24  
|              need be completed in individual activity detail. 
  
          (5)  Grand Page Total Column.  Use as many pages as  
|              necessary to report all activities of one unit, six  
|              activities per page.  if more than one page is used, total  
|              each page for lines 1 to 6 and 18 to 24.  The first page is  
|              the grand  total for consolidated unit data. 
  
      c.  Description of Line Entries.  The following is a description  
          of line entries on the Results of Operations Report. 
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  Encl.  (19) to COMDTINST M7010.5, CH-17 
  
  2. C. (cont'd) 
      LINE                               EXPLANATION 
      1            Sales.  Net sales after customer returns and  
                   allowances including satellite sales. 
  
|     2            Cost of Goods sold.  Beginning inventory plus  
|                  purchases plus or minus adjustments, e.g., merchandise  
|                  returned to supplier, transfers in or out, etc., less  
|                  ending inventory. 
|                  
|     3            Gross Profit.  Calculated as sales (line 1) less  
|                  cost of goods sold (line 2). 
|                  
|     4            Personnel Cost.  Include all wages, salaries,  
|                  annual leave, FICA, retirement, group medical and other  
|                  employee benefit expenses accrued during the period that  
|                  are directly attributable to the activity.  Sick leave  
|                  is expensed as it is used. 
|                  
|     5            Other Direct Expense.  Include all non-personnel  
|                  operating expenses, e.g., utilities, repairs,  
|                  maintenance, supplies, etc., accrued or expended that  
|                  are directly attributable to the activity during the  
|                  period. 
|                  
|     6            Operating Profit.  Income from the activity less all 
|                  expenses directly associated with the activity (line 3  
|                  less lines 4 and 5). 
|                  
|     7            Other Income.  Income from placing cash funds in  
|                  interest earning investments such as savings accounts,  
|                  centralized cash management, certificates of deposit;  
|                  actual cash savings to the unit resulting from payment  
|                  of vendors'invoices within the stated discount period;  
|                  income from concessions and other items of miscellaneous  
|                  nature such as bad debts collected, etc. 
|                  
|     8            General and Administrative Personnel Expenses.   
|                  General and administrative expenses of the unit are  
|                  those not directly allocated to any one particular  
|                  activity, e.g., NAFA accountant. 
|                  
|     9            Insurance.  Remittances for NAFA portion of the  
|                  consolidated insurance program must be expensed at the  
|                  unit level, whether or not the district operates on a  
|                  consolidated cash basis.  It must not include Special  
|                  Service insurance costs. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  2.c. (cont'd) 
      LINE                               EXPLANATION 
  
|    10            Other General and Administrative Expense.   
|                  Miscellaneous expense such as interest, bank charges,  
|                  satellite payments.  casualty losses, write-off or bad  
|                  debts, late payment penalties and similar expenses. 
  
|    11            Provision for Asset Replacement.  The 1% of sales  
|                  (line 1) provisions for asset replacement must be  
|                  expensed by all NAFA units except small NAFAs.  This  
|                  expense will be recorded at the unit level whether or  
|                  not the district maintains the reserve for replacement  
|                  of fixed assets on a consolidated basis.  Make the  
|                  corresponding entry on CG-5528A (line 18), Net Worth  
|                  Reserve:  Reserve for Replacement of Fixed Assets. 
  
|    12            Total General and Administrative Expense.  The sum  
|                  of lines 8, 9, 10 and 11. 
  
|    13            Net Profit.  Unit net profit after all expenses  
|                  (lines 6+7 less line 12).  Compute this amount as a  
                   percentage to sales (line 1) and compare to the unit  
|                  performance standards in Encl. (16). 
  
|    14-17         Profit Distribution.  Profit will be distributed in 
|                  accordance with procedure in Encl. (8) and any  
|                  amplifying guidance provided by the responsible district  
                   commander. 
  
|    14            Coast Guard Trust Fund.  Amounts assessed to  
|                  districts and Headquarters units by the Coast Guard  
|                  Trust Fund.  District offices normally pro-rate the  
|                  assessment to district units.  See Encl. (8) for  
|                  specific details. 
  
|    15            District Remittance.  The amount specified by the  
|                  district as an assessment for district programs.  This  
|                  entry must not include funds for NAFA and Special  
|                  Services insurance or any portion of the Coast Guard  
|                  Trust Fund assessment.  See Encl.  (8) for authorized  
|                  consolidations of funds. 
  
|    16            Unit Morale.  Funds or inventory at retail  
|                  transferred to unit Special Services. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  2c. (cont'd) 
      LINE                               EXPLANATION 
  
|    17            Retained Earnings.  Profits retained by the unit  
|                  NAFA for growth with inflation, inventory expansion of  
|                  planned improvements.  The unit must retain a minimum of  
|                  35% of net profit. 
  
|    18            Beginning Inventory.  The inventory value reported  
|                  as Ending Inventory of the last accounting period (line  
|                  22). 
  
|    19            Purchases.  The cost of merchandise or goods  
|                  purchased for resale during the period.  Purchases  
|                  include freight and other external expenses incurred in  
|                  obtaining the merchandise (value added to merchandise  
|                  cost).  Merchandise discounts must be shown on line 7 as  
|                  Other Income. 
  
|    20            Purchase Adjustments.  The net of transfers in,  
                   transfers out, and goods returned for credit. 
  
|    21            Markdown or Surveys  Memo entry only.  The amount of  
|                  the markdown is the difference between the original  
|                  selling price and revised selling price.  See Encl. (44)  
|                  for inventory clearance and markdown procedures. 
  
|    22            Ending Inventory.  This is the lower of the cost or  
|                  current retail price of merchandise remaining on-hand at  
|                  the end of the period as determined by physical count or  
|                  book value at cost (where authorized). 
  
|    23            Satellite sales.  Memo entry only.  The sales are  
|                  already included in activity sales (line 1).  Record the  
|                  amount "sold" by the parent unit to the satellite during  
|                  the accounting period. 
  
|    24            Property and Capital Expenditures.  Memo entry only; 
|                  represents expenditures for fixed assets, capital  

                   quarterly provision (1% of sales) for asset replacement.   

|                  additions and improvements, and in-house labor costs  
|                  associated with these specific projects.  These  
                   expenditures have already been pre-expensed by the  

                   The Reserve for the Replacement of Fixed Assets (line 18  
                   on the Statement of Financial Condition CG-5228A) must  
                   be reduced by an off setting amount. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  3.  Statement of Financial Condition (CG-5228A). 
  
      a.  General.  The Statement of Financial Condition (Figure 19-2)  
          is a balance sheet used to report the assets and liabilities for  
          the NAFA unit as whole.  All items on the statement must be  
          completed. 
  
      b.  Description of Line Entries.  The following describes line  
          entries on the Statement of Financial Position.  Self-explanatory  
          items are not included. 
  
      LINE                               EXPLANATION 
  
      3            Authorized Cash Funds  Amounts of cash in petty  
                   cash, change and check cashing funds counted and  
                   verified the end of period.  The amount should not  
                   exceed the amount authorized in writing by the  
                   commanding officer. 
  
      4            Undeposited Cash.  Sales receipts or other cash  
                   received but not yet deposited in the bank, also called  
                   "cash on hand". 
  
      5            Checking Accounts.  The check book balance at the  
                   end of the accounting period.  This balance must equal  
                   the balance of the reconciled bank statement.  This  
                   includes funds invested through the centralized cash  
                   management system. 
  
      6            Other Cash.  Cash balances in all interest-bearing  
|                  accounts or certificates od deposit other than the  
|                  centralized cash management program. 
  
|     7            Total Cash.  Sum of lines 3, 4, 5 and 6. 
  
|     9            Accounts Receivable.  Amounts owed to NAFA and  
|                  expected to be collected such as payments on  
|                  concessions, returned checks, refunds from vendors,  
|                  display allowances, etc. 
  
|    10            Investment in Satellites.  Amount of cash and  
|                  inventory at retail value provided to the satellite for  
|                  operations as of the end of the accounting period (the  
|                  imprest capitalization value of the satellite).  The  
|                  monthly Satellite Operations Report (CG-4622) documents  
|                  the outstanding amount owed by the satellite.  Reconcile  
|                  differences. 
  
|    11            Ending Merchandise Inventory.  Must agree with line  
|                  22 on the Results of Operation Report (CG-5228). 
  
|    12            Other Current Assets.  Items such as prepaid  
|                  expenses and loans receivable which will be collected or  
                   realized within the next 12 months. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  3.b. (cont'd) 
|     LINE                               EXPLANATION 
  
|    13            Total Other Current Assets.  Sum of lines 9, 10, 11  
|                  and 12. 
  
|    14            Total Current Assets.  Sum of lines 7 and 13. 
  
|    15-17         Fixed Assets.  Use of this section is optional. 
  
|    16            NAFA Assets.  The capitalized value of NAFA assets.   
|                  The value must equal the prior period value plus line 24  
|                  of current CG-5228. 
  
|    18            Other Noncurrent Assets.  Long-term loans, notes of  
|                  other assets of a long-term nature.  These items  
|                  generally will not be converted to cash or other current  
|                  assets within the next 12 months. 
  
|    19            Total Assets.  Sum of lines 14 and 17.  The sum must  
|                  equal the total of liabilities and net worth, (line 21) 
  
|     c.  Liabilities and Net Worth. 
  
|     LINE                               EXPLANATION 
   
|     2            Accounts Payable.  Amounts due vendors and others  
|                  for goods or services and all amounts owed to government 
|                  instrumentalities for goods or services provided the  
|                  unit; does not include accrued liabilities such as  
|                  withheld taxes. 
  
|     3            Accrued Liabilities.  Expenses accrued at the end of  
|                  the period, such as unpaid salaries, annual leave,  
|                  benefits, tax withholdings, etc. 
  
|     4            Remittances.  Outstanding payables due Coast Guard  
|                  Trust Fund, district offices, satellites or unit morale  
|                  fund. 
  
|     5            Other.  Current liabilities which do not fall into  
|                  the above categories. 
  
|     6            Total Current Liabilities.  Sum of lines 2, 3, 4 and  
|                  5. 
  
|    10            Total Long-Term Liabilities.  The sum of lines 8 and  
|                  9.  Loans that will not be repaid within the next 12  
|                  months. 
  
|    11            Total Liabilities.  Sum of lines 6 and 10. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  3.c. (cont'd) 
|     LINE                               EXPLANATION 
  
|    13            Prior Period Unreserved Net Worth.  Beginning  
|                  unreserved net worth equals the total unreserved net  
|                  worth (line 16) of the prior Statement of Financial  
|                  Condition (CG-5228A). 
  
|    14            Current Period Retained Earnings.  Line 17 of the  
|                  Results of Operations Report (CG-5228). 
  
|    15            Prior Period Adjustments.  Corrections to prior  
|                  period reports not made in the prior period. 
  
|    16            Total Unreserved Net Worth.  Sum of line 13, 14 and  
|                  15 
  
|    18            Reserve for Replacement of Fixed Assets.  Contains  
|                  the cumulative contributions of the 1% Provision for  
                   Asset Replacement.  The Reserve for Replacement of Fixed  
                   Assets is reduced only by expenditures for the  
                   replacement of fixed assets (line 24 of current Results  
                   of Operation Report (CG-5228)). 
  
     20            Total Net Worth.  Sum of lines 16 and 19. 
  
     21            Total Liabilities and Net Worth.  Sum of lines 11  
                   and 20.  This line must equal total assets (line 19). 
  
  4.  Reporting Requirements of District Office (RCS-G-FNM-6256). 
  
      a.  General. 
  
          (1)  District offices consolidating NAFA funds or incurring  
               overhead costs must submit a quarterly Results of Operations  
               Report (CG-5228) (Figure 19-1) showing income and  
               expenditures for the period.  Those districts having NAFA  
               assets, liabilities or net worth must submit a quarterly  
               CG-5228A (Figure 19-2).  All reports must be approved by the  
               district comptroller prior to electronic mailing to  
               Commandant (G-FRS). 
  
|         (2)  District offices must identify all reports by their assigned 
|              OPFAC number. 
  
      b.  Accounting and Reporting for Districts Operating on a 
          Consolidated Basis. 
  
          (1)  Those districts maintaining a consolidated cash pool for  
               fixed asset replacement of incurring district overhead  
               expenses must avoid duplicate reporting of transaction  that  
               will distort the financial presentation in district and  
               system-wide consolidated reports. 
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  Encl. (19) to COMDTINST M7010.5, CH-17 
  
  4.  b.  (2)  Coast Guard Trust Fund Remittances must be recorded at the  
               unit level for NAFA insurance, NAFA overhead and profit  
               redistribution through the Coast Guard Trust Fund.  When  
               these funds are forwarded from the unit to the district and  
               subsequently mailed to Headquarters by the district, the  
               following entries must be made for the NAFA portion of the  
               Trust Fund remittance: 
  
               (a)  Payments from Unit to District.  The NAFA will  
                    accrue costs as a debit to the appropriate account  
                    (NAFA Insurance or Coast Guard Trust Fund) and a credit  
                    to Remittance Payable.  When the disbursement is made,  
                    debit Remittance Payable and credit Cash. 
  
               (b)  Handing in District Offices.  Upon receipt of  
                    funds, district offices must debit Cash and credit  
                    Remittance Payable.  Upon disbursement, debit  
                    Remittance Payable and credit Cash. 
  
          (3)  Reserve for Asset Replacement.  Where the district  
               office consolidates the Reserve for Replacement of Fixed  
               Assets, the account must be reported on district reports.   
               The reserve will increase quarterly by the required 1% of  
               sales for the entire district and decrease only by  
               expenditures for replacement of fixed NAFA assets.  The  
               following entries are necessary to record the initial  
               expense at the unit level and subsequent receipt by the  
               district: 
  
               (a)  Initial Recording of Expense.  NAFAs must record  
                    the initial expense as a debit to Provision for Asset  
                    Replacement and a credit to Reserve for Replacement of  
                    Fixed Assets. 
  
               (b)  Payment from Unit ton District Office.  NAFAs must  
                    record the payment to the district office as a debit to  
                    the Reserve for Replacement of Fixed Assets and a  
                    credit to Cash.  The district office must record this  
                    transaction as a debit to Cash and a credit to the  
                    Reserve for Replacement of Fixed Assets.  Any payments  
                    recorded at the unit level but not yet received by  
                    district office must be recorded on line 9 as a 
                    Receivable on the district office Statement of  
                    Financial Condition (CG-5228A) (Figure 19-2). 
  
               (c)  Fund Returned to NAFAs for Approved Projects.  Upon  
                    receipt of the funds, NAFAs must debit Cash and credit  
                    the Reserve for Replacement of Fixed Assets.  Where  
                    committed funds have not been received from the  
                    district office, NAFAs may debit Accounts Receivable  
                    and credit the Reserve for Replacement of Fixed Assets. 
  
      c.  Preparation of the Results of Operations Reports (CG-5228). 
  
          (1)  The following are district instructions to units under their 
               control: 
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  Encl. (19) to COMDTINST M7010.85, CH-17 
  
| 4.  c.  (1)  (a)  Units must show NAFA Insurance expense and the Coast 
|                   Guard Trust Fund Remittance on their Results of 
|                   Operations Report (CG-5228) (Figure 19-1), lines 9 and 
|                   14, respectively. 
|                   14, respectively. 
  
|              (b)  Unite must show the actual distribution of net profit 
|                   (line 13) on lines 14 through 17.  District Remittance 
|                   (line 15) must only include the amount of profit sent  
|                   to the district office for district program.  It must  
|                   not include amounts transferred via the district to pay  
|                   for NAFA insurance, NAFA overhead, profit  
|                   redistribution through the Coast Guard Trust Fund or  
|                   funds reserved for the Replacement of Fixed Assets. 
  
          (2)  Instructions for those district office required to  
               submit the Results of Operations Report (CG-5228): 
  
|              (a)  District offices must complete only first column of  
|                   CG-5228 (Figure 19-1).  Since the district has no  
|                   direct operations, only lines 7, 8, 10, 12, 13, 15, 16  
|                   and 17 need be used. 
  
|              (b)  District office do not use the Coast Guard Trust Fund 
|                   Line.  This entry is only made  by NAFAs under the  
|                   district.  Any entry on these lines by the district  
|                   office will result in duplicate reporting of financial  
|                   information. 
  
|              (c)  The Results of Operations Report reflects only the  
|                   total of funds collected and disbursed for district  
|                   program: 
  
|                   1.  When district offices disburse all of the  
|                       district remittance collected during the quarter,  
|                       the district must report a zero on district  
|                       remittance (line 15). 
  
|                   2.  When quarterly unit remittances to the district  
|                       office exceed district disbursements for the  
|                       quarter, a negative number equal to the difference  
|                       between collections and disbursements must be  
|                       entered on line 15. 
  
|                   3.  When quarterly unit remittances to the district  
|                       office are less than the total expended on district  
|                       programs, a positive number equal to the difference  
|                       between collections and disbursements must be  
|                       entered on line 15. 
  
|              (d)  To complete line 17 (Retained Earnings), calculate line  
|                   13 of the district report and subtract the entries on  
                    lines 15 and 16. 
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  U.S. COAST GUARD NON-APPROPRIATED FUND ACTIVITIES RESULTS OF OPERATIONS  
  REPORT (Omitted) 
                                     11 



  Encl. (19) to COMDTINST M7010.85, CH-17    
  : 

 
  U.S. COAST GUARD NON-APPROPRIATED FUND ACTIVITIES STATEMENT OF FINANCIAL  
  CONDITION UNIT/DISTRICT 
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  Encl.  (20) to COMDTINST M7010.5 
  
                          TAXATION 
  
| A.  General.  This enclosure covers the various Federal, State, 
|     and local taxes as they apply or do not apply to the Coast 
|     Guard Exchange System (CGES) and Coast Guard Morale, Welfare, 
|     and Recreation (CG MWR) operations and employees.  Coast 
|     Guard exchanges (CGX's) and CG MWR activities are instrumen- 
|     talities of the Government, deemed essential for the 
|     performance of Government functions.  Therefore, they are 
|     entitled to whatever immunities the Coast Guard may enjoy 
|     under the Constitution and statutes.  The Supreme Court has 
|     held that Army Post Exchanges were Governmental instrumen- 
|     talities (Standard Oil vs. Johnson 316 U.S. 481).  This 
|     ruling by analogy applies equally to CGX's and CG MWR 
|     activities.  A full understanding of the tax regulations is 
|     necessary for the following reasons:  (1) to take full 
|     advantage of the exemptions; and (2) to ensure the tax 
|     advantages are not abused.  This enclosure covers general 
|     information for Federal and State taxes.  Detailed reporting 
|     and payment requirements must be researched in IRS Circu- 
|     lar E, Employer's Tax Guide, and the various State and local 
|     tax publications. 
|  
| B.  Federal Taxes. 
| 
|     1.  Federal Income Tax (Corporate).  CGX's and CG MWR 
|         activities, as instrumentalities of the U.S. Government, 
|         are exempt from the payment of Federal Income Tax on 
|         profits through operations.  Therefore, they are not 
|         required to file as organizational entities. 
| 
|     2.  Federal Income Tax Withholding (FITW). 
| 
|         a.  Employees subject to FITW.  Income tax withholding 
|             provisions under Section 3401 of the Internal Revenue 
|             Code apply to all wages paid to the following: 
| 
|             (1)  CGES/CG MWR employees who are U.S. Citizens 
|                  located within the United States, District of 
|                  Columbia, Virgin Islands, Puerto Rico, Canal 
|                  Zone, U.S. possessions, and foreign countries. 
| 
|             (2)  Aliens who are CGES/CG MWR employees located in 
|                  the United States, District of Columbia, Virgin 
|                  Islands, and Puerto Rico.  Aliens employed by 
|                  CGX's and CG MWR activities located in the Canal 
|                  Zone and U.S. possessions other than above are 
|                  not subject to FITW. 
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| B.  2.  b.  Cash Tips.  Cash tips received by employees in the 
|             course of their employment must be reported by the 
|             employees to the employer on or before the tenth of 
|             the month following the month in which the tips are 
|             received.  No reports need be made for any month in 
|             which the tips were less than $20.  Employees must 
|             furnish their employer with written statements of 
|             their tips showing:  (1) name, address, and social 
|             security number; (2) the name and address of the 
|             employer; (3) the calendar month or period for which 
|             the statement is furnished; and (4) the total amount 
|             of tips received.  Form 4070 may be used for report- 
|             ing tips, and is available at the Office of the 
|             District Director of Internal Revenue. 
| 
|         c.  Meals Provided. If meals are provided to employees 
|             for the benefit of the employer (e.g., manager is 
|             needed on premises, employees are not permitted to 
|             leave premises on breaks), the fair value of the 
|             meals are not taxable.  If meals are provided to 
|             employees, but not for the benefit of the employer, 
|             the fair value of the meals are subject to FITW, FICA    
|             and Medicare, State, and local taxes. 
| 
|         d.  Lump Sum Payments.  Lump sum payments (e.g., cash 
|             awards, incentive awards, annual leave reimbursements 
|             at termination of employment) are subject to FITW, 
|             FICA and Medicare, State, and local taxes.  FITW is 
|             at 20 percent, FICA and Medicare are at the current 
|             rates, State and local withholdings are determined by 
|             the employer based on State and local tax rates. 
|             Lump sum payments are to be reported as part of 
|             "Wages, tips, other compensation" on employees' IRS 
|             W-2 forms. 
| 
|         e.  O'CONUS COLA.  The cost of living allowance (COLA) 
|             for CGES and CG MWR employees outside the contiguous 
|             United States (O'CONUS) is not taxable for FITW, FICA 
|             and Medicare, State and local taxes. 
| 
|         f.  Payroll Procedures.  Each CGX and CG MWR activity 
|             shall ensure the following FITW tax considerations 
|             are included in payroll procedures:  (1) the latest 
|             edition of IRS Circular E is being used; (2) IRS W-4 
|             and I-9 forms are on file for each employee; (3) an 
|             IRS W-2 form is prepared annually for each employee 
|             and sent to the IRS and to each employee by 31 
|             January each year; (4) tax deposits for withheld 
|             income are made in accordance with the schedule in 
|             IRS Circular E with Form 8109; and (5) Employer's 
|             Quarterly Federal Tax Return Form 941 is filed 
|             quarterly to reconcile deposits made during the 
|             quarter. 
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| B.  2.  g.  Federal Employer Identification Number.  All CGX's 
|             and CG MWR activities which open a bank account 
|             and/or pay wages and withhold taxes must have a 
|             Federal Employer Identification Number.  Application 
|             for a Federal Employer Identification Number is made 
|             on Form SS-4, available from the local director of 
|             Internal Revenue. 
| 
|     3.  Federal Insurance Contribution Act (FICA) and Medicare 
|         Taxes. 
| 
|         a.  Employees Subject to FICA and Medicare Taxes. 
|             Withholding of FICA and Medicare taxes, commonly 
|             referred to as Social Security taxes, for purposes of 
|             CGES and CG MWR activities are governed by the 
|             following two rules:  (1) CGX and CG MWR operations 
|             in the United States and Puerto Rico must withhold 
|             FICA and Medicare taxes from all civilian employees, 
|             regardless of their citizenship, residence, type of 
|             employment (full, part-time, or intermittent), and 
|             whether or not the employee holds another position 
|             with the Government under which they are contributing 
|             to a retirement plan (this includes off-duty mili- 
|             tary); (2) CGX and CG MWR operations outside the 
|             United States and Puerto Rico are required to 
|             withhold FICA and Medicare taxes only from civilian 
|             employees who are citizens of the United States.  The 
|             tax is applicable to all citizens regardless of the 
|             type of employment (full, part-time, or intermit- 
|             tent), and whether any of these employees holds 
|             another position with the Government under which they 
|             are contributing to a retirement plan (this includes 
|             off-duty military). 
| 
|         b.  Employer Share of FICA and Medicare Taxes.  Each CGX 
|             and CG MWR activity as an employer is required to pay 
|             the employer's share of FICA and Medicare taxes. 
|             Usually this is equal to the FICA and Medicare shares 
|             withheld from the employee.  Check the current IRS 
|             Circular E for rate of employer share. 
| 
|         c.  Payroll Procedures.  Each CGX and CG MWR activity 
|             shall ensure the following FICA and Medicare tax 
|             considerations are included in its payroll 
|             procedures:  (1) employee (withholdings) and employer 
|             (matching) FICA and Medicare tax contributions are 
|             calculated using the current IRS Circular E; (2) FICA 
|             and Medicare taxes are deposited along with FITW 
|             taxes as prescribed in IRS Circular E and reconciled 
|             quarterly on Form 941; (3) withholding is 
|             discontinued when amounts withheld add up to the 
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| B.  3.  c.  (cont'd) maximum FICA and Medicare tax contributions 
|             required for the current year; (4) tips reported by 
|             civilian employees in accordance with paragraph 
|             B.2.b. above must be included with wages when 
|             computing the employee's share of FICA and Medicare 
|             taxes (the employer's share, however, is based only 
|             upon wages and not upon tips); and (5) fixed gratuity 
|             (or service) charges added automatically to patrons' 
|             bills and subsequently distributed to employees must 
|             be included in wages for FITW and FICA and Medicare 
|             withholding purposes, and the employer must match the 
|             employee's FICA and Medicare contributions. 
| 
|     4.  Federal Unemployment Tax (FUTA).  CGES and CG MWR 
|         activities are not subject to payment of FUTA; however, 
|         they are subject to the payment of rightful claims made 
|         by previous employees.  All unemployment claims of 
|         individual employees are initially processed by the 
|         State.  As instrumentalities of the Federal Government, 
|         claims against CGES and CG MWR activities will be 
|         forwarded by the State to the Department of Labor for 
|         payment.  The Coast Guard will then be billed.  Comman- 
|         dant (G-PXM) will pay such bills from the CGES overhead 
|         account and bill the particular unit involved.  CGX's and 
|         CG MWR activities must budget for such contingencies. 
| 
|     5.  Federal Communication Tax. 
| 
|         a.  The Secretary of the Treasury has continued the 
|             exemption from the Federal Communication Tax for CGES 
|             and CG MWR activities on the following types of 
|             communications: 
| 
|             (1)  Long distance telephone or radio telephone 
|                  messages; 
| 
|             (2)  local telephone service; and 
| 
|             (3)  domestic telegraph, cable or radio dispatch 
|                  messages. 
| 
|         b.  No certificate of exemption is necessary to establish 
|             exemption from the tax on amounts paid directly for 
|             telegraph, telephone, radio and cable services of 
|             facilities.  A CGX or CG MWR activity must note on 
|             any bill submitted that it is an instrumentality of 
|             the United States. 
| 
|         c.  This exemption applies only to official telephone 
|             calls and services and does not apply to personal 
|             calls made through facilities of the CGX or CG MWR 
|             activity.  This exemption does not extend to 
|             contractors or concessionaires. 
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  B.  6.  Federal Tobacco Tax. 
  
|         a.  The Federal Tobacco Tax is applicable to tobacco, 
|             snuff, snuff flour, cigars, cigarettes, and cigarette 
|             paper sold by CGX or CG MWR operations within the 
|             United States (the 50 States and the District of 
|             Columbia).  The tax is paid by the manufacturer or 
|             importer, and is included in the price of the tobacco 
|             product. 
| 
|         b.  The Federal Tobacco Tax, however, is not applicable 
|             for export to a foreign country, for shipment to a 
|             possession of the United States, or for consumption 
|             outside of U.S. territorial waters.  (See enclosure 
|             (38), paragraph C.3., of this manual for more 
|             detailed information.)  In claiming this exemption, 
|             the manufacturer must be notified in the purchase 
|             document that the tobacco or tobacco products are 
|             "INTENDED FOR EXPORT OR SHIPMENT TO A POSSESSION." 
| 
|     7.  Federal Manufacturers' Excise Tax. 
| 
|         a.  If a CGX or CG MWR activity imports articles into the 
|             United States or District of Columbia to which the 
|             manufacturers' excise tax applies, the CGX or CG MWR 
|             activity must itself pay the tax (Internal Revenue 
|             Code, Section 4907).  CGX's and CG MWR activities 
|             located in the United States or the District of 
|             Columbia must purchase articles, to which the 
|             manufacturers' excise tax applies, at a price 
|             inclusive of such tax.  This tax is paid by the 
|             manufacturer and included in the price of the 
|             articles, regardless of whether such articles are 
|             purchased for CGX or CG MWR use or for resale. 
| 
|         b.  Under Section 4221 of the Internal Revenue Code, 
|             exemption from the manufacturers' excise tax is 
|             available with respect to the purchase of supplies 
|             for export to a foreign country or for shipment to a 
|             possession of the United States (Virgin Islands, 
|             Guam, Puerto Rico, American Samoa, Wake, and Midway 
|             Islands) provided: 
| 
|             (1)  The purchase is made from a manufacturer, 
|                  producer, or importer (a purchase from a 
|                  distributor may be regarded as a purchase from a 
|                  manufacturer, provided such distributor has 
|                  complied with the provisions of Treasury 
|                  Regulation 46). 
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| B.  7.  b.  (2)  Exportation or shipment to a possession of the 
|                  United States is intended at the time of 
|                  purchase, and exportation or shipment will 
|                  follow immediately after delivery from the 
|                  manufacturer.  Accordingly, purchases of taxable 
|                  articles for resale in foreign countries and 
|                  possessions as defined herein shall be made on a 
|                  tax exclusive basis.  The foregoing exemption is 
|                  available whether the articles are being 
|                  purchased for CGX or CG MWR use or for resale. 
|                  The exemption does not apply with respect to 
|                  articles for shipment to Alaska and Hawaii.  In 
|                  claiming this exemption, the purchase order form 
|                  shall bear upon its face the words "FOR EXPORT 
|                  OR SHIPMENT TO A POSSESSION."  This authorized 
|                  exemption to the manufacturers' excise tax is 
|                  applicable to motor vehicles, parts and 
|                  accessories, tires and inner tubes, lubricating 
|                  oil, recreational equipment, sporting goods, 
|                  fishing equipment, firearms, shells, and 
|                  cartridges.  Proof of export may be required by 
|                  the firm from which the merchandise is 
|                  purchased. 
| 
| C.  State Taxes. 
| 
|     1.  Income Tax.  CGX's and CG MWR activities are instrumen- 
|         talities of the Government, deemed essential for the 
|         performance of Government functions.  Therefore, they are 
|         not subject to direct taxation by the State or local 
|         taxing authorities, except when specifically authorized 
|         by Federal Statute. 
| 
|     2.  State Income Tax Withholding. 
| 
|         a.  CGX's and CG MWR activities are required to withhold 
|             State income tax imposed by State, territory, and the 
|             possession of Guam from compensation of civilian 
|             employees.  State income tax must also be withheld 
|             from compensation paid to off-duty military 
|             personnel, unless they legally reside in a State 
|             other than where they are stationed.  In this case, a 
|             non-resident State tax form must be completed by the 
|             off-duty military employee. 
| 
|         b.  Each CGX and CG MWR activity shall ensure the 
|             following State tax considerations are included in 
|             payroll procedures:  (1) a current copy of State 
|             regulations governing employer tax requirements is 
|             being used; (2) a State withholding form or non- 
|             resident State tax form is on file for each employee; 
|             (3) monthly or quarterly tax deposits are made as 
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| C.  2.  b.  (cont'd) required; (4) a State copy of each 
|             employee's IRS W-2 form is filed annually with the 
|             State taxing authority; and (5) employer's annual 
|             State reconciliation form is filed as required. 
| 
|     3.  State Sales Tax (Direct Taxation).  Instrumentalities of 
|         the United States Government are not subject to direct 
|         taxation by State or local taxing authorities, except 
|         when authorized by Federal Statute (see Gasoline Tax, 
|         paragraph C.6., below).  CGX's and CG MWR activities are 
|         not required to collect State sales tax for merchandise 
|         sold to authorized patrons at CGX's and CG MWR 
|         activities.  Special circumstances involving sale of 
|         Coast Guard memorabilia to unauthorized patrons will 
|         require collection of State taxes. 
| 
|     4.  State Sales Tax (Indirect Taxation). 
| 
|         a.  In the case of indirect taxation, the legal incidence 
|             of the tax is not on the CGX or CG MWR activity, but 
|             usually on the manufacturer, wholesaler, or 
|             distributor.  Hence, the constitutional immunity of 
|             the CGX or CG MWR activity does not apply.  As a 
|             result, when purchasing merchandise for resale from a 
|             manufacturer, wholesaler, or distributor, most 
|             products have a sales tax built into the cost of the 
|             item (i.e., usually invisible to the CGX or CG MWR 
|             activity making the purchase). 
| 
|         b.  Most States and the District of Columbia, however, 
|             have granted by statute or administrative action, an 
|             exemption from the payment of State taxes on the sale 
|             of beer, tobacco products, and soft drinks to 
|             manufacturers, wholesalers, and distributors, where 
|             the sale of the taxable product is made to CGX's or 
|             CG MWR activities for resale to military personnel 
|             and their dependents.  In these States and the 
|             District of Columbia, the resale price for the 
|             products concerned shall not include the State or 
|             District of Columbia taxes.  Some States and 
|             territories require CGX's and CG MWR activities to 
|             pay such taxes, but grant a refund upon proper 
|             application. 
| 
|         c.  CGX's and CG MWR activities cannot control the sale 
|             of these State tax-free products through vending 
|             machines without paying the State tax.  All product 
|             vending machines shall be stocked with products on 
|             which the State and local tax has been paid, if a 
|             State or local tax is applicable. 
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| C.  4.  d.  CGES officers/managers shall establish a system to 
|             regulate and monitor sales of tax-free cigarettes. 
|             Sings should be prominently displayed to inform 
|             customers of the quantity of cigarettes that may 
|             legally be purchased in the State in which the unit 
|             is located.  Sales made in excess of the 
|             aforementioned quantities shall be controlled by 
|             requiring that the authorized purchaser certify in 
|             writing that the State tax-free cigarettes are not 
|             for resale. 
| 
|         e.  In those States where no quantity controls are 
|             currently in effect, it is recommended that the 
|             commanding officer establish quantity controls, with 
|             excess quantities being controlled in the same manner 
|             as set forth herein. 
| 
|         f.  Concessionaires of CGX's or CG MWR activities must 
|             collect State and local taxes.  They are not exempt 
|             from State and local tax requirements.  They may add 
|             the taxes as surcharges or build them into the resale 
|             price of their goods. 
| 
|     5.  Special (Occupational) Taxes. 
| 
|         a.  CGX's that sell alcohol must purchase an alcohol tax 
|             stamp annually.  Only one tax stamp is required for 
|             activities at any specific unit, no matter how many 
|             different sales locations there may be on the unit. 
|             A "unit" also includes any support elements which 
|             actually may be off-site, such as a housing complex. 
| 
|         b.  Branches located at other units must purchase 
|             separate tax stamps. 
| 
|         c.  Exhibit A contains information and the forms for 
|             paying this tax. 
| 
|     6.  State Gasoline Taxes.  The Federal Government permits the 
|         levying of State, territory, and District of Columbia 
|         gasoline taxes upon the resale of gasoline by CGX's. 
|         State taxes on gasoline or other motor fuels measured by 
|         sales, purchases, storage, or use will be collected and 
|         paid according to the provisions of 4 USC 104 ("The Buck 
|         Act").  The gasoline taxes do not apply where gasoline is 
|         sold for use in Government vehicles, including official 
|         CGX/CG MWR vehicles, or in motor vehicles owned by and 
|         registered in the name of the American Red Cross, where 
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| C.  6.  (cont'd) the vehicle is operated by official personnel of 
|         that organization, and the vehicle is to be used solely 
|         in connection with the work of the organization for 
|         military services of the United States.  Records should 
|         be maintained to document these types of sales. 
| 
| D.  Local Taxes.  Local taxes (city or county) may apply.  Check 
|     with local taxing authority for guidelines. 
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                CGES CONSOLIDATED INSURANCE PROGRAM 
  
  A.  INTRODUCTION. 
  
      1.  The Coast Guard Exchange System (CGES) Consolidated 
          Insurance Program, administered by Commandant (G-PXM), 
          provides Servicewide coverage to protect the assets and 
          interests of individual Coast Guard Exchanges (CGX's) 
          authorized profit centers against insurable losses. 
          Local procurement of additional insurance coverage is not 
          authorized unless approved or directed by Commandant 
          (G-P).  The major categories of coverage are fidelity, 
          property, and casualty.  Insurance for these coverages 
          are provided by a combination of self-insurance and 
|         commercial insurance.  Coverage under the CGES 
|         Consolidated Insurance Program that applies to the 
|         Morale, Welfare, and Recreation (MWR) Program is 
|         described in the Coast Guard Morale, Welfare, and 
|         Recreation Manual (COMDTINST M1710.13 (series)). 
  
      2.  The cost of the insurance program is paid by the Coast 
          Guard Exchange System from the remittance received from 
          CGX's.  Since the cost of the Servicewide insurance 
          coverage is based upon actual claims (cost) incurred, all 
          commands should continually monitor their security, 
          safety and administrative procedures to minimize exposure 
          and risk.  All claim payments are processed through the 
|         Headquarters Insurance Account maintained by Commandant 
|         (G-PXM). 
  
      3.  A listing of the insurance categories, claims 
          administrator, insurance companies, limits of liability 
          for each occurrence and the applicable deductibles are 
          provided in Figure 21-1.  Unit identification numbers are 
          listed in Figure 21-2.  These identification numbers must 
          be used on all claim reports.  Claims occurring at branch 
          or satellite operations must be reported under the parent 
          exchange identification number. 
  
  B.  INSURANCE CATEGORIES.  
  
      1.  Fidelity Insurance.  Fidelity coverage protects against 
          the loss of money, securities and other property which is 
          sustained through any fraudulent or dishonest act 
          committed by a CGX employee acting alone or in collusion 
          with others.  The term employee includes military 
          personnel assigned and persons, civilian or military, 
          employed by the CGES and receiving compensation from Non- 
          Appropriated Funds. 
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| B. 1.   a.  When a loss arising out of dishonesty occurs and the 
|             responsible employee is separated, or being 
|             separated, all monies still due the employee, up to 
|             the amount of loss, will be withheld at the place of 
|             employment pending final determination concerning 
|             assessment of pecuniary liability.  If the employee 
|             agrees to voluntarily reimburse the CGX for the loss, 
|             the cash reimbursement will be accepted or the 
|             withheld funds will be applied. 
  
          b.  Excluded from fidelity coverage is loss or damage 
              arising out of: 
  
              (1)  Dishonored checks, unless the check is 
                   negotiated by a CGES employee. 
  
              (2)  Inventory shortage, unless there's clear 
                   evidence of employee dishonesty, both in 
                   occurrence and amount, other than in the 
                   inventory computation. 
  
              (3)  Forgery of an incoming instrument, unless 
                   employee dishonesty is involved. 
  
              (4)  Loss of money and securities caused by 
                   destruction, mysterious disappearance or theft 
                   occurring on the exchange premises or while 
                   being conveyed by a messenger (i.e., holdup). 
  
      2.  Property Insurance.  Property coverage provides 
          protection against the loss of funds and physical assets, 
          including equipment, furniture, supplies, and resale 
          inventory owned by or in which the Coast Guard Exchange 
          is responsible or has a financial interest.  This 
          coverage applies to losses incurred by external causes, 
          such as but not limited to:  fire, water, windstorm, 
          lightning, falling aircraft, explosion, sprinkler 
          leakage, flood, earthquake, vandalism, malicious 
          mischief, breaking and entering, robbery and the 
          disappearance or damage of insured property while in 
          transit. 
  
          a.  Excluded from property coverage is loss or damage 
              arising out of: 
  
              (1)  Mysterious disappearance, short delivery, other 
                   unexplainable nondelivery, unobserved 
                   shoplifting or pilferage. 
  
              (2)  Wear, tear, normal deterioration, moth, vermin, 
     and inherent vice. 
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  B.  2.  a.  (3)  Damage to electrical appliances, devices, or 
                   wiring resulting from any electrical injury or 
                   disturbance from artificial causes unless fire 
                   ensues.  If fire does ensue, only losses caused 
                   by such ensuing fire are covered. 
  
              (4)  Inventory shortage, unless there's clear 
                   evidence of theft, both in occurrence and 
                   amount, other than in the inventory computation. 
  
              (5)  Dishonored checks. 
  
              (6)  Counterfeit money. 
  
              (7)  Forgery of an incoming instrument. 
  
              (8)  Ocean cargo shipments. 
  
|             (9)  Motor vehicles intended for over-the-road use. 
  
             (10)  real estate including trees, plants, shrubs, and 
                   lawns. 
  
             (11)  Mechanical breakdown, war and nuclear risks. 
  
|            (12)  Any expense such as overtime costs for cleanup, 
|                  taking an inventory, moving merchandise to a 
|                  temporary location or expenses required to 
|                  return exchange activities to normal operations 
|                  following an incident caused by one of the 
|                  specified hazards. 
  
|         b.  CGES Facilities.  Property coverage for structural 
|             damage or loss to CGES buildings and improvements 
|             whether funded from appropriated or non-appropriated 
|             funds will be determined on an individual claim 
|             basis.  Such factors as the conditions of the 
|             facility before and after the incident, availability 
|             of other buildings or space, the liquidity of 
|             reserved net worth, the return on investment to 
|             repair the damage or replace the building, and 
|             insurance reserves will be considered. 
  
          c.  Basis of Evaluation.  Merchandise for resale shall be 
              valued at original cost.  All other property is 
              insured on an actual cash value/replacement basis. 
  
      3.  Casualty Insurance. 
  
          a.  Workmen's Compensation.  Civilian employees of the 
              CGES and MWR Program paid by non-appropriated funds 
              are covered as follows: 
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  B.  3.  a.  (1)  Public Law 85-538 requires that the benefits of 
                   the United States Longshoremen's and Harbor 
                   Workers' Compensation Act apply to all employees 
                   in the United States, all United States citizens 
                   and all permanent residents of the United States 
                   or a territory employed outside the United 
                   States.  In addition, the coverage has been 
                   extended to include the payment for abnormal 
                   costs for the repatriation of employees 
                   suffering compensatory injury or death in a 
                   foreign country subject to a limit of $10,000 
                   per employee. 
  
              (2)  All other employees hired outside the United 
                   States will be covered in accordance with the 
                   laws of the country where they are employed, 
                   provided coverage by a private insurance company 
                   is permitted. 
  
              (3)  Off-duty military personnel receiving 
                   compensation from non-appropriated funds are 
                   excluded from this coverage. 
  
          b.  Comprehensive Public Liability and Automotive 
              Liability Insurance.  This insurance covers liability 
              whether imposed by law or assumed under contract for 
              personal injuries, other than to employees, and from 
              damage to property of others.  Public liability 
              coverage applies only to authorized CGX profit 
              centers. 
  
|             (1)  The following are excluded from the self- 
|                  insurance liability coverage but not from the 
|                  reporting requirements: 
| 
|                  (a)  Any instance where an employee is involved 
|                       in an automobile accident while driving a 
|                       privately owned or rental automobile on 
|                       authorized official CGES business, to the 
|                       extent that the employee has private 
|                       automobile liability insurance.  In this 
|                       instance, the private insurance is primary; 
|                       the employee must report the accident, or 
|                       incident, to the private insurance carrier. 
|                       To the extent that the private insurance 
|                       doesn't cover the employee's liability, the 
|                       CGES public automotive liability is 
|                       applicable.  Employees without private insurance must  

not be authorized to usetheir private vehicles for 
official CGES business. 
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  B.  3.  b.  (1)  (b)  Any claim, incident, or customer complaint 
                        arising from the operations of a CGES 
                        contractor or concessionaire.  These will 
                        be reported to and settled by the 
                        contractor/concessionaire.  If settlement 
                        is not reached, they may be referred to the 
                        contracting officer for final resolution. 
  
                   (c)  Any instance where CGES civilian employee 
                        voluntarily pays or settles a loss prior to 
                        final disposition of the claim.  CGES will 
                        not reimburse the employee for this 
                        voluntary act. 
  
                   (d)  Any incident that is actually a customer 
                        complaint, rather than a third party demand 
                        for payment of damages.  These include 
                        incidents related to valid sales, service, 
                        and warranty claims and lost or damaged 
                        clothing claims, etc. that may be settled 
                        by the exchange officer. 
  
          c.  Vehicle Comprehensive and Collision.  This covers 
              damage to vehicles owned and operated by the CGES and 
              MWR Program with "CGX or MWR" license plates only. 
              Coverage applies only when vehicles are used for 
              authorized or official business of the CGES and MWR 
              Program. 
  
  C.  PROCEDURES FOR REPORTING LOSSES. 
  
      1.  Fidelity Claims. 
  
          a.  Commanding officer shall promptly report fidelity 
              losses to Commandant (G-PXM) via message or telephone 
              call, and request investigation by Coast Guard 
              Intelligence as appropriate. 
  
          b.  Submit a loss notification in letter form to 
              Commandant (G-PXM).  The loss notification shall 
              include unit name, exchange identification number 
              listed in Figure 21-2, address, telephone number, and 
              officer to be contacted regarding the loss, date, and 
              approximate time of loss, a brief description of how 
              the loss occurred and an estimate of the loss amount. 
              All subsequent correspondence and investigations 
              pertaining to the claim shall be forwarded to 
              Commandant (G-PXM). 
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  C.  1.  c.  Commandant (G-PXM) will coordinate and review the 
              submission of all claims for final settlement.  In 
              cases involving major losses of exchange funds on 
              site assistance will be provided in evaluating the 
              extent of loss and preparing a claim submission. 
  
      2.  Property Claims. 
  
          a.  Commanding officer shall promptly report property 
              losses to Commandant (G-PXM) via message or telephone 
              call. 
  
          b.  Submit a loss notification in letter form to 
              Commandant (G-PXM) to include the following:  unit 
              name, exchange ID number (Figure 21-2), address, 
              telephone number, officer to be contacted regarding 
              the loss, date and time of loss occurrence, 
              description of how loss occurred, property lost, and 
              an estimate of the property loss value. 
  
          c.  Commandant (G-PXM) will coordinate, review and settle 
              the submission of all claims for final settlement. 
              In cases involving major losses of exchange property 
              on site assistance will be provided to evaluate the 
              nature and extent of the loss. 
  
      3.  Transit Claims. 
  
          a.  Note the damage to the shipment on the bill of lading 
              or delivery receipt covering the shipment and 
              promptly confirm in writing to the delivering carrier 
              the loss and damage to the shipment. 
  
          b.  When loss estimates exceed $5,000 notify Commandant 
              (G-PXM) by mail providing the following information: 
  
              (1)  The name of the unit, address, telephone number, 
                   and officer to be contacted regarding the loss. 
  
              (2)  Name of transportation company and type of 
                   conveyance; name of vessel, if involved. 
              (3)  Bill of lading date or arrival date. 
  
              (4)  Brief description of damage to shipment and 
                   dollar estimate of loss. 
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| C.  4.  Public Liability Claims. 
| 
|         a.  In the event of an accident involving injury to 
|             persons other than employees or damage to property of 
|             others, commanding officers of CGES units shall 
|             submit notification of third party injury or property 
|             damage to: 
| 
|                 Claims Manager 
|                 Gates McDonald and Company 
|                 10045 Red Run Blvd. 
|                 Suite 350 
|                 Owings Mills, MD 21117 
| 
|                 Telephone (410) 581-9500 or (800) 638-7784 
|                 FAX (410) 581-4922 
| 
          b.  A copy of all public liability claims shall be sent 
              to the MLC legal officer. 
  
          c.  Notification of injury or property damage shall be 
              submitted on the U.S. Coast Guard Mishap Report 
              Format, Figure 21-3, as provided in the Coast Guard 
              Safety and Occupational Health Manual (COMDTINST 
              M5100.29 (series)).  Reproduce form locally.  Include 
              all relevant information, i.e., unit name; unit 
              exchange identification number (Figure 21-2); 
              address; telephone number; officer to be contacted 
              regarding the incident; name of injured person; date 
              and cause of accident; location where accident 
              happened; description of injury, if possible; and 
              estimate of property damage, if any.  If an 
              automobile is involved, provide a detailed 
              description of the accident and damage to the third 
              party vehicle or property. 
  
          d.  In the case of an accident outside the 50 United 
              States and Puerto Rico, reports shall be submitted 
              directly by air mail to Gates McDonald and Company, 
              address above. 
  
          e.  If an exchange unit is served with any legal 
              document, including a summons, this shall be 
              forwarded by overnight express to the claim 
              administrator where the original notice of injury or 
              property loss was filed. 
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  C.  4.  f.  Copies of all notifications and subsequent 
              correspondence concerning claims shall be forwarded 
              to Commandant (G-PXM) in a timely manner. 
  
          g.  Any incident involving a third party, whether there 
              is apparent injury or not, must be reported. 
  
      5.  Vehicle Comprehensive and Collision. 
  
          a.  Commanding officer shall promptly report accidents 
              involving damage to CGES/MWR owned vehicles to 
              Commandant (G-PXM).  Any injury or damage to third 
              parties shall be reported in accordance with public 
              liability claim procedures in paragraph C.4. above. 
              Include a copy of the accident investigation report, 
              a copy of the paid invoice, and two itemized 
              estimates for repair of damage.  Claims will be paid 
              on the basis of a paid invoice.  However, if the cost 
              of repair exceeds the National Automobile Dealers 
              Association (NADA) value of the vehicle, the NADA 
              value will be used to calculate the settlement 
              amount.  If a vehicle is a total loss, the settlement 
              amount will be calculated on the deductible, NADA 
              value, and salvage value, if applicable. 
  
          b.  When the damage is related to third party cause, get 
              the name and address of the third party.  Addi- 
              tionally, ask the operator or owner to furnish the 
              name and address of the owner's automobile insurance 
              carrier and the policy number.  If available evidence 
              clearly indicates that the vehicle damage was caused 
              by a third party, send a written demand for full 
              payment to the third party.  This written demand 
              should be substantially as follows:  "On (date, time) 
              at (place), our vehicle (year, make, license number) 
              was involved in a collision with a (year, make, 
              license number) (owned/operated) by you.  Investi- 
              gation of this incident reveals that the collision 
              was the result of (your negligence/the negligence of 
              the operator of your vehicle).  Enclosed please find 
              two estimates of the damage.  (Include costs for 
              towing and charges for rental of a vehicle, if 
              appropriate.)  A demand is hereby made on you in the 
              amount of ($ ________).  Request payment for the amount 
              claimed be sent to this exchange by (date), 21 days 
       from the date of this letter." 
  
      6.  Workers' Compensation Claims.  Claim procedures for 
          reporting injuries or death to CGES/MWR civilian 
          employees covered under Public Law 85-538, Longshoremen's 
          and Harbor Workers' Compensation Act are as follows: 
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  C.  6.  a.  In the event of death or serious injury, notice shall 
              be given by telephone or by telegram to the claims 
              administrator servicing office identified in Figure 
              21-4. 
  
          b.  When an employee is injured the following reporting 
              requirements and procedures apply: 
  
|             (1)  Submit Form LS-202, Employer's First Report of 
|                  Accident or Occupational Illness, Figure 21-5. 
|                  Whenever an employee sustains or alleges to have 
|                  sustained a work-related injury, infection or 
|                  illness involving lost time from work of one 
|                  shift or more or requiring medical attention. 
|                  Complete Form LS-202 in original and four copies 
|                  and distribute as follows: 
| 
|                  (a)  The original and one copy to the cognizant 
|                       Deputy Commissioner (See Figure 21-4 for 
|                       address). 
| 
|                  (b)  One copy to local service company office 
|                       (see Figure 21-4 for office serving your 
|                       CGX). 
| 
|                  (c)  One copy retained in the local CGX file. 
| 
|                  (d)  One copy to be retained in the employee's 
|                       personnel file.  The Service Company office 
|                       and Deputy Commissioner must be furnished 
|                       with Form LS-202 no later than 72 hours 
|                       after the date of first treatment.  All 
|                       claims must be reported in a timely manner, 
|                       do not withhold for any reason.  If fraud 
|                       is suspected or you do not feel the claim 
|                       is work-related, a memo stating your 
|                       reasons should be included with the LS-202 
|                       to the Service Company.  Contact Service 
|                       Company by telephone if time is a problem. 
|                       The Service Company has only 14 days in 
|                       which they may controvert a claim.  Also, 
|                       failure of the exchange to submit LS-202 
|                       may result in monetary penalties being 
|                       imposed by the Deputy Commissioner.  Even 
|                       if the employee does not intend to get 
|                       medical attention, completion and filing of 
|                       this form is necessary for administrative 
|                       purposes and to establish the beginning of 
|                       certain time limitations.  All medical 
|                       bills and other related correspondence 
|                       shall be sent to the local service office 
|                       where Form LS-202 was filed for payment and 
|                       processing. 
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| C.  6.  b.  (2)  Form LS-201, Notice of Employee's Injury or 
|                  Death, Figure 21-6.  Supply the injured employee 
|                  with an original and three copies of Form LS-201 
|                  regardless of your opinion as to whether or not 
|                  the alleged injury or illness is job related. 
|                  It is not an authorization for treatment or 
|                  disability payment, but should be completed and 
|                  distributed as follows: 
| 
|                  (a)  Original to Deputy Commissioner (See Figure 
|                       21-4 for address). 
| 
|                  (b)  One copy to the Service Company (See Figure 
|                       21-4 for address). 
| 
|                  (c)  One copy retained by the local CGX. 
| 
|                  (d)  One copy retained by the injured employee. 
| 
|                       The employee is required to submit this 
|                       form within 30 days.  If the employee does 
|                       not complete and file Form LS-201, the 
|                       exchange is not relieved of the 
|                       responsibility of completing Form LS-202. 
| 
|             (3)  Form LS-1, Request for Examination and/or 
|                  Treatment, Figure 21-7.  This form is the 
|                  employer's authorization for medical attention 
|                  and permits an authorized physician of the 
|                  employee's choice to examine and/or treat an 
|                  employee, covered by the Non-Appropriated Fund 
|                  Instrumentalities Act, for accident injury, 
|                  illness or disease arising out of and in the 
|                  course of employment.  Complete this form even 
|                  if you believe the employee's condition was not 
|                  caused or aggravated by their employment.  Once 
|                  this form is signed, the Coast Guard Exchange 
|                  System is obligated to take care of medical 
|                  bills until such time as the claim has been 
|                  denied.  If you have any questions in this 
|                  regard, contact your Service Company 
|                  representative.  If there is no question whether 
|                  the accidental injury, illness, or disease arose 
|                  out of and in the course of employment, and you 
|                  intend to authorize treatment, complete the 
|                  front of the form and check Box A in Item #7. 
|                  If there is a question, check Box B.  Prepare an 
|                  original and four copies and distribute as 
|                  follows: 
| 
|                  (a)  Original and two copies to the employee, 
|                       for the physician. 
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| C.  6.  b.  (3)  (b)  One copy retained by the CGX. 
| 
|                  (c)  One copy to local Service Company (See 
|                       Figure 21-4 for address). 
| 
|                       The employee is to give the original and 
|                       two copies to the attending physician.  The 
|                       physician is to complete the medical 
|                       report, send the original report to the 
|                       Deputy Commissioner, one copy with the 
|                       initial fee bill to the Service Company 
|                       office and one copy to be retained by the 
|                       physician.  The Service Company will 
|                       provide the exchange a copy of the doctor's 
|                       report when received.  A narrative report 
|                       from the doctor, in lieu of the LS-1, is 
|                       acceptable.  Be sure the Service Company 
|                       gets a copy of either. 
| 
|             (4)  Form LS-204, Attending Physician's Report, 
|                  Figure 21-8.  After Form LS-1 has been completed 
|                  and filed by the physician, subsequent follow-up 
|                  reports by the physician are necessary.  They 
|                  should be made regularly on Form LS-204.  The 
|                  physician may, however, submit a narrative 
|                  report covering all of the information requested 
|                  on Form LS-204.  These reports should be 
|                  submitted by the physician to the cognizant 
|                  Deputy Commissioner and the local Service 
|                  Company. 
| 
|             (5)  Form LS-210, Employer's Supplementary Report of 
|                  Accident or Occupation Disease, Figure 21-9.  In 
|                  the event Form LS-202, or any follow-up 
|                  attending physician's report does not show the 
|                  date the injured employee returned to work, or 
|                  any time any injured employee returns to work 
|                  and later becomes disabled for work as a result 
|                  of the original injury, complete an original and 
|                  two copies of Form LS-210 and distribute as 
|                  follows: 
| 
|                  (a)  Original to Deputy Commissioner (See Figure 
|                       21-4 for address). 
| 
|                  (b)  One copy to the Service Company (See Figure 
                        21-4 for address). 
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| C.  6.  b.  (5)  (c)  One copy to be retained by the CGX. 
| 
|                       Absolute promptness in filing this form is 
|                       required to prevent overpayments or to make 
|                       sure payments are made promptly should 
|                       disability, resulting in further lost time, 
|                       recur.  An additional LS-202 is not 
|                       required with the LS-210. 
| 
|                       NOTE:  The CGX should call the servicing 
|                       office when the employee has returned to 
|                       work to reduce possibility of overpayments. 
| 
|         c.  A brief description of the following sections of the 

|             (1)  Section 3 - Compensation.  Coverage states no 

|                  themself or another.  In using this defense 

| 

|                  Compensation.  Except for medical payments, no 

|                  in disability lasting 14 days or longer, 

|                  Maximum and minimum compensation rates payable 

 

|             Longshore and Harbor Workers' Compensation Act is 
|             provided to insure efficient administration of 
|             workers' compensation claims. 
| 

|                  compensation is payable if the injury resulted 
|                  solely by the intoxication of the employee or by 
|                  the willful intent of the employee to injure 

|                  against a claim, the burden of proof is with the 
|                  employer. 
| 
|             (2)  Section 4 - Liability.  The employer shall be 
|                  liable for the payment of compensation, medical 
|                  benefits and death benefits due to an injured 
|                  employee.  Compensation is payable to an injured 
|                  employee regardless of who is at fault. 

|             (3)  Section 5 - Exclusive Remedy.  Workers' 
|                  compensation benefits shall be the exclusive 
|                  remedy of an employer and in place of all other 
|                  liability of the employer to the employee or 
|                  anyone otherwise entitled to recover damages on 
|                  account of injury or death. 
| 
|             (4)  Section 6 - Time for Commencement of 

|                  compensation is payable during the first 3 days 
|                  of disability.  If, however, the injury results 

|                  compensation will be paid from the first day. 

|                  under the Act are revised on or about 10 October 
|                  of each year. 
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| C.  6.  c.  (5)  Section 7 - Medical Services and Supplies.  The 
|                  employer must furnish any and all medical, 
|                  surgical, and other attendances or treatment, 
|                  including nurse and hospital services, medicine, 
|                  crutches, and apparatus as the injury and 

| 
|                  healing process may require. 

|                  (a)  The employee has the right to choose any 
|                       physician authorized by the Department of 
|                       Labor.  This includes surgeons, 
|                       ophthalmologists, osteopaths, 
|                       chiropractors, podiatrists, and faith 
|                       healers.  In an emergency, the employer may 

|                  (b)  

|                       make the selection, but the employee may 
|                       change at anytime.  Names of physicians and 
|                       health care providers not authorized to 
|                       furnish treatment will appear on a list 
|                       published annually by the Department of 
|                       Labor.  If necessary contact the local 
|                       service office for assistance. 
| 

Any change after the employee has made the 
|                       original physician selection must be 
|                       approved by the employer, or if withheld, 
|                       by the Deputy Commissioner.  Necessary 
|                       treatment by a specialist is not to be 
|                       considered as a change of physicians. 
| 
|                  (c)  An employer may withhold payment of medical 
|                       benefits if the claimant fails to follow 

|                       This section requires the attending 

|                       following the first treatment. 

|                       period of such refusal. 

|                       services are limited to prevailing 

|                       proper procedures.  Benefits may, however, 
|                       be awarded if it is found that the denial 
|                       was contrary to the spirit of the Act. 

|                       physician to file reports with the employer 
|                       and the Deputy Commissioner within 10 days 

| 
|                  (d)  If a claimant receiving compensation 
|                       "unreasonably refuses" to submit to medical 
|                       or surgical treatment, or to an examination 
|                       by a physician selected by the employer, 
|                       compensation may be suspended during the 

| 
|                  (e)  While there are currently no fee schedules 
|                       under the Act, all fees charged for medical 

|                       community rates. 
| 
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|                  employees or their survivors for work-related 

|                  will be paid at the rate of 66-2/3 percent of 

| C.  6.  c.  (6)  Section 8 - Compensation for Disability.  This 
|                  section provides for compensation payments to 

|                  injury or death.  Compensation for temporary 
|                  total disability and permanent total disability 

|                  the employees average weekly wage, with maximum 
|                  and minimum rate set by law, for as long as the 
|                  disability continues. 
| 
|             (7)  Section 8(f) - Second Injury.  Section 8(f) was 
|                  included in the Act as encouragement to an 
|                  employer to hire the handicapped.  The 
|                  employer's responsibility for permanent total 
|                  and permanent partial disability is limited when 
|                  the disability alleged is due to a combination 
|                  of the injury and pre-existing factors.  Contact 
|                  the service office for specific information if 
|                  this situation applies at your exchange. 
| 
|             (8)  Section 8(i) - Settlement of Claims.  Parties 
|                  may settle the claim for compensation if the 
|                  Deputy Commissioner determines the settlement is 
|                  in the best interest of the injured employee.  A 
|                  settlement will be deemed approved unless 
|                  specifically disapproved within 30 days if the 
|                  claimant is represented by an attorney.  This 
|                  section also allows for settlement of medical 
|                  claims.  If the proposed settlement is 
|                  disapproved because it is not in the best 
|                  interest of the employee, the parties have the 
|                  option of proceeding with the claim or 
|                  immediately appealing to the Board of Review. 
|                  If the parties elect to proceed with the Claim, 
|                  rights of immediate appeal are waived. 
| 
|            (10)  Section 9 - Compensation for Death.  Death 
|                  benefits are granted to certain survivors or 
|                  dependents of persons who either died as a 
|                  result of a work-related injury or who were 
|                  permanently and totally disabled by a work- 
|                  related injury at the time of death. 
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| C.  6.  c. (10)  (a)  This section allows for the payment of 
|                       reasonable funeral expenses not to exceed 
|                       $3000.  It also provides a formula for 
|                       granting of death benefits to a surviving 
|                       spouse or child of the deceased.  Literal 
|                       translation of this section would indicate 
|                       a widower must show actual dependency.  A 
|                       lump sum dowry equal to 2 years 
|                       compensation is payable to surviving spouse 
|                       on remarriage. 
| 
|                  (b)  Benefits may be paid to other dependents in 
|                       the event there is not a surviving spouse 
|                       or children.  Dependency must be proved  
                        under the Internal Revenue Code definition. 
| 
|            (11)  Section 12(c) - Notice of Claim.  The employer 

|            (12)  Section 14 - Payment of Compensation.  This 

|                  must designate those agents or other responsible 
|                  officials to receive the notice.  These may 
|                  include first line supervisors and 
|                  personnel/administrative office officials. 
| 

|                  section deals with the payment and suspension of 
|                  compensation and controversy of the claim.  If 
|                  the employee's right to compensation is 
|                  controverted, the employer must file the 
|                  prescribed form on or before the 14th day after 
|                  the employer has knowledge of the alleged injury 
|                  or death.  Failure to file within time limits 
|                  may result in penalties levied against the 
|                  employer. 
| 
|            (13)  Section 15(b) - Agreement to Waive Compensation. 
|                  No agreement by an employee to waive their right 
|                  to compensation under the Act will be valid. 
| 
|            (14)  Section 20 - Presumption.  In any claim for 
|                  compensation it is presumed, in absence of 
|                  evidence to the contrary: 
| 
|                  (a)  That the claim comes within the provision 
|                       of the Act. 
| 
|                  (b)  Sufficient notice of the claim was given. 
| 
|                  (c)  The injury was not occasioned solely by 
|                       intoxication of the employee or by the 
|                       willful intention of the injured employee 
|                       to injure of kill another. 
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|                  submit any required report will result in 

|                  employer has been given notice and subsequently 

|                  statute does not begin to run against the claim 

|            (17)  Section 33 - Third Part Liability.  This section 

|                  such a situation, the employee need not choose 

| C.  6.  c. (15)  Section 30 - Reports.  This section provides 
|                  that within 10 days of the date of injury or 
|                  employer's knowledge of such injury, the 
|                  employer must submit a report of injury to the 
|                  Deputy commissioner for all injuries resulting 
|                  in time loss of one shift or more.  Failure to 

|                  penalties not to exceed $10,000 for each 
|                  failure.  This section also states that if an 

|                  fails to file a report as required, the 1 year 

|                  until the report has been filed. 
| 
|            (16)  Section 31 - False Statements.  Any claimant or 
|                  representative of a claimant who knowingly and 
|                  willfully makes a false statement for the 
|                  purpose of obtaining a benefit or payment under 
|                  the Act shall be guilty of a felony and a 
|                  conviction shall be punished by a fine not to 
|                  exceed $10,000, imprisonment of 5 years, or 
|                  both. 
| 

|                  addresses situations in which an employee is 
|                  injured by the negligence of a third party.  In 

|                  between compensation or civil action.  He may do 
|                  either or both.  The employee must, however, 
|                  pursue his rights against the third party within 
|                  6 months of accepting a compensation award or 
|                  his rights are assigned to the employer. 
| 
|            (18)  Section 34 - Compensation Notice.  Every 
|                  employer who has secured compensation under the 
|                  Act shall keep posted a printed notice stating 
|                  the employer has secured the payment of 
|                  compensation.  This notice shall be posted in a 
|                  conspicuous place.  form LS-242 meets this 
|                  requirement, Figure 21-10.  It may be obtained 
|                  from Commandant (G-PC-2). 
| 
|            (19)  Section 4. - Discrimination.  This section 
|                  provides that an employer may not discriminate 
|                  against an employee who has claimed or attempted 
|                  to claim compensation from the employer.  If it 
|                  is proved that the employer has discriminated 
|                  against an employee on this basis, the employer 
|                  shall be liable for a penalty and the employee 
|                  will be reinstated and compensated for wages 
|                  lost due to discrimination. 
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| C.  6.  c. (19)  (a)  The discharge or refusal to employ a person 
|                       who has been adjudicated to have filed a 
|                       fraudulent claim for compensation is not a 
|                       violation under the Act. 
| 
|                  (b)  In any case arising under this section, the 
|                       burden of proof is on the employee. 
|                        
|            (20)  Independent Medical Examinations.  Under the 
|                  provision of the Longshore and Harbor Workers' 
|                  Compensation act a CGX has the right to have an 
|                  employee examined by a physician of their 
|                  choice. 
| 
|                  (a)  Should a medical question of dispute arise 
|                       the Department of Labor also has the power 
|                       to have an injured employee examined by a 
|                       physician of their choice. 
| 
|                  (b)  If an employee unreasonably refuses either 
|                       examination when requested, compensation 
|                       may be suspended during the period of 
|                       refusal. 
| 
|                  (c)  Gates, McDonald and company service offices 
|                       will arrange for independent medical 
|                       examinations on behalf of the CGX. 
| 
|                  (d)  All cost incurred as the result or 
|                       workers' compensation medical examinations 
|                       will be an expense paid by the service 
|                       office from the Coast Guard Headquarters 
|                       Insurance Account. 
|                        
| D.  WORKER'S COMPENSATION FORMS. 
| 
|     The following forms are used for Longshore and Harbor 
|     Workers' Compensation Act claims.  Should you have any 
|     questions concerning completion, filing, or distribution, 
|     refer to the individual forms for the printed instructions on 
|     that form.  Forms initiated by the CGX, marked with an 
|     asterisk, are available upon request from Commandant 
|     (G-PC-2). 
| 
|     1.* LS-1, Request for Examination and/or Treatment - CGX 
|         initiated.  Give to employee to give to physician. 
|      
|     2.  LS-18, Pre-Hearing Statement - Completed by each party 
|         and sent to Deputy Commissioner for forwarding to 
|         Administrative Law Judge for formal hearing.  Must be 
|         filed within 21 days of issuance date.  Initiated by 
|         Gates, McDonald and Company. 
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| D.  3.  LS-200, Report of Earnings - Initiated by Gates, McDonald 
|         and Company on behalf of employer. 
| 
|     4.* LS-201, Notice of Employee's Injury or Death - Given to 
|         employee on request.  Employee or representative 
|         completes. 
| 

|     7.* LS-204, Attending Physician's Report - Give to employee 

|     9.  LS-207, Notice to the Deputy Commissioner that Right to 

|         any change in the employee's status, such as return to 

|     5.* LS-202, Employer's First Report of Accident or 
|         Occupational Illness - in death - also see LS-261 - CGX 
|         initiated. 
| 
|     6.* LS-203, Employee's Claim for Compensation - Initiated by 
|         employee or their representative. 
| 

|         to give to physician.  May also be a narrative covering 
|         all questions on form. 
| 
|     8.  LS-206, Payment of Compensation Without Award - Initiated 
|         by Gates, McDonald and Company on behalf of employer. 
| 

|         Compensation is Controverted - Initiated by Gates, 
|         McDonald and Company on behalf of employer. 
| 
|    10.  LS-208, Compensation Payment Stopped or Suspended - 
|         Initiated by Gates, McDonald and Company within 16 days. 
|         If not filed timely, fines could result. 
| 
|    11.* LS-210, Employer's Supplementary Report of Accident or 
|         occupational Illness - Initiated by CGX upon knowledge of 

|         work. 
| 
|    12.* LS-242 (NF), Poster - "Notice to Employees."  This poster 
|         must be posted in a conspicuous place. 
| 
|    13.* LS-260, Notice of Death - Filed by dependent(s) within 
|         30 days of death or when know related to work, to Deputy 
|         Commissioner and Service Company.  commissioner sends 
|         dependent additional material. 
| 
|    14.* LS-261, Supplemental Report of Employer in Death Cases - 
|         Initiated by CGX in duplicate to deputy Commissioner, 
|         plus one copy to gates, McDonald and Company.  This is in 
|         addition to LS-202. 
| 
|    15.*  LS-575 (NF), employee Relations Benefits Pamphlet. 
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  E.  REPORTS. 
  
      Annual updated information is required to validate values, 
      quantities and risk exposure.  The following reports are to 
      be submitted to Commandant (G-PXM) by 30 March. 
  
      1.  Annual CGES and MWR Casualty/Liability Report (CG-5190) 
          (RCS-G-PXM-6228). 
  
          a.  The report on CGES and MWR Casualty/Liability 
              Insurance shall be prepared by all units operating 
              CGX's and/or MWR activities.  In compiling the data 
              for this report, include all CGES and MWR vehicles, 
              recreational equipment and watercraft that were 
              purchased with either appropriated or non- 
              appropriated funds.  Figure 21-11 may be reproduced 
              locally as necessary for this reporting. 
  
          b.  In preparing the Casualty/Liability report provide 
              the following information. 
  
              (1)  Description - In this column each category, 
                   i.e., vehicles, recreational equipment, 
                   watercraft, and others being reported, is to be 
                   completed prior to proceeding to the next 
                   category.  The following is a breakdown for each 
                   category. 
  
                   (a)  Vehicle.  (Automobile, Cargo Trucks, Buses, 
                        Passenger Vans, Pick-Up Trucks) 
  
                   (b)  Recreational Equipment.  (Campers - Self- 
                        Motorized, Camper Trailers - U-Haul type, 
                        Boat Trailers) 
  
                   (c)  Watercraft.  (Inboard, Outboard, Rowboats, 
                        Canoes, Sailboats, etc.) 
  
                   (d)  Others.  (Fork-Lifts, Golf Carts, 
                        Snowmobiles, Watermobiles, etc.) 
  
              (2)  Make - Indicate Manufacturer 
  
              (3)  Year - Indicate model year.  If unknown, give 
                   estimate followed by EST. 
  
              (4)  Code - Indicate whether the type of equipment 
                   being reported is CGX or MWR by the respective 
                   letter designation (X) or (M). 
  
              (5)  Serial Number - This column applies only to 
                   vehicles and recreational equipment. 
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  E.  1.  b.  (6)  License Plate Number - This column applies to 
                   vehicles, recreational equipment, and boat 
                   trailers. 
  
              (7)  Length (feet) - This column applies to 
                   watercraft only. 
  
              (8)  Quantity - Indicate the total quantity on hand 
                   of each make entered in column 2.  This column 
                   applies only to items which have no specific 
                   serial or license numbers and which are in all 
                   respects identical, i.e., canoes, rowboats, etc. 
  
              (9)  Value - The original cost value of the total 
                   number of items listed for each line.  If the 
                   original cost value in unknown, record the best 
                   estimate, and enter EST after the figure. 
  
      2.  Annual CGES and MWR Personnel Report (CG-5190A) 
          (RCS-G-PXM-6228). 
  
          a.  The CGES/MWR Personnel report shall be prepared by 
              all units, MLC's, and district offices operating 
              CGX's or MWR activities (with morale funds). 
              Reproduce Figure 21-12 locally for this report. 
  
          b.  The personnel report must include the following 
              information: 
  
              (1)  District/Unit Name. 
              (2)  Total wages paid from non-appropriated funds to 
                   off-duty military during fiscal year.  Do not 
                   include FICA contributions and employee benefit 
                   costs paid by the employer. 
  
              73)  Total wages paid from non-appropriated funds to 
                   civilian CGES and MWR employees during fiscal 
                   year.  Do not include FICA contributions and 
                   employee benefit costs paid by the employer. 
  
              (4)  The number of civilian employees on the payroll 
                   as of the end of the fiscal year, in the 
                   appropriate category, i.e., full-time, part- 
                   time, intermittent and seasonal (include 
                   seasonal and intermittent positions not filled 
                   as of the end of the year). 
  
              (5)  The number of assigned full-time military 
                   billets to CGES/MWR activities for command an 
                   control purposes. 
  
              (6)  The number of assigned collateral duty military 
                   billets for command and control purposes. 
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                          NAFA FUNDS CONTROL, BANKING, AND INVESTMENTS 
  
  1.  Purpose:  To prescribe requirements and procedures for the  
      handling and control of NAFA Funds. 
  
  2.  Requirements: 
  
      a.  Cash Levels and Deposits. 
  
          (1)  The amount of cash, checks and other negotiable,  
               instruments maintains in the NAF facility shall be kept to  
               the minimum, consistent with operational requirements. 
  
          (2)  The overall limits on NAFA cash to be maintained for  
               change funds, check cashing funds, and petty cash funds  
               shall be specified in writing by the commanding officer.   
               Levels of specific funds shall be specified in writing  
               by the NAFA officer. 
  
          (3)  The requirements of the Physical Protection Standards  
               Manual (CG-468) and Enclosure (40) of this manual shall  
               apply.  The maximum amount to be stored in safes shall  
               be specified in writing by the commanding 
               officer. 
  
          (4)  Excessive amounts of cash or negotiable instruments shall  
               not be allowed to accumulate in cash registers. 
  
          (5)  Appropriate use of night depositories and/or interim  
               bank deposits shall be made to comply with this policy.   
               Duplicate deposit tickets shall be retained until the  
               bank verifies the deposit. 
  
      b.  Cash Disbursements.  All cash disbursements (other than  
          petty cash) shall be made by check from the NAFA checking  
          account. 
  
      c.  Checking Accounts.  NAFA checking accounts shall be  
          maintained only on a consolidated NAFA basis.  The bank shall  
          be notified in writing that the Commandant (G-F) is successor  
          in interest to the account. 
  
      d.  Investing Excess Cash.  Cash accumulated in excess of  
          daily operating requirements shall be invested in  
          interest-bearing accounts or in securities, as specified in  
          this enclosure. 
  
  3.  Procedures. 
 
      a. Cash Register Operation.  
   
          (1)  Cash registers shall normally be used to record all NAFA  
               sales transactions. 
  
          (2)  Sales will be recorded immediately, monies placed in the  
               register, and the cash drawer firmly closed after  
               each transaction. 
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      3.a.(3)  Cash registers not in use will be secured (locked)  
               when unattended during store hours. 
  
          (4)  Register operators shall not have custody of register  
               read and reset keys. 
  
          (5)  Cash registers shall be read at least once daily upon  
               shift relief of the assigned cashier and prior to the  
               opening of the next business day unless the register  
               reading would produce the same reading. 
  
          (6)  Registers shall be read by the NAFA Officer or designee  
               and not by the register operator. 
  
          (7)  Zero (no sale) rings shall be kept to a minimum.  When  
               such rings are made, the customer's receipt tape shall  
               be initialed by the register operator and retained for  
               submission with the daily cash receipts. 
  
          (8)  Cash registers should be equipped with  
               fraud-prevention control devices which shall be monitored  
               by the NAFA officer or designee.  These include: 
  
               (a)  transaction numbers whose sequence cannot be altered; 
  
               (b)  reset counters; 
  
               (c)  counters which record the number of times the  
                    cumulative total exceeds the maximum machine total  
                    and resets to zero; 
  
               (d)  read counters. 
  
          (10) Register internal detail tapes shall be removed from  
               cash registers only by the NAFA officer or designee.  The  
               tape shall be examined for unusual transactions and  
               retained with other accounting records. 
  
      b.  NAFA Cash Funds. 
  
          Upon written authorization by the commanding officer, a cash  
          fund may be established as follows: 
  
          (1)  Change Funds. 
  
               (a)  Change funds are established for the purpose of  
                    providing each cashier with sufficient currency and  
                    coin to make change during the day.  The amounts  
                    and numbers of change funds for each 
                    activity shall be established by the NAFA officer. 
  
               (b)  Change funds will be issued from the NAFA control  
                    cash fund and receipts obtained.  The change funds  
                    should be issued daily, but may be issued for  
                    longer period when adequate security can be 
                    provided.  In no case shall change funds be issued  
                    for periods longer than three calendar months. 
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  3.  b.  (2)  Petty Cash Funds. 
  
               (a)  Petty cash funds may be established for the purpose  
                    of paying for such items as COD charges, freight  
                    or express charges, phone calls, stationery,  
                    postage, etc.  The petty cash fund generally 
                    will not exceed $50.  The written authorization  
                    will be filed. 
  
               (b)  The petty cash fund will be established by drawing  
                    a check in the authorized amount made payable to  
                    the responsible cashier.  After establishment of  
                    the petty cash funds, the amount of cash on hand 
                    plus petty cash expenditure vouchers (records  
                    which evidence petty cash expenditures) for which  
                    the petty cash fund has not been reimbursed, must  
                    at times equal the amount of the original check  
                    drawn. 
  
               (c)  Merchandise intended for resale will not be  
                    purchased from the petty cash fund. 
  
               (d)  Each expenditure from petty cash must be supported  
                    by a receipted delivery ticket, invoice or other  
                    evidence of expenditure.  In the case of such  
                    expenditures as postage, phone calls, etc., a 
                    simple list or memorandum describing these items  
                    will suffice. 
  
               (e)  Reimbursement of the petty cash fund is accomplished  
                    at any time by issuing a check, payable to the  
                    responsible cashier, for unreimbursed petty cash  
                    expenditure vouchers.  Each batch of petty cash  
                    expenditure documents will be securely fastened 
                    together to support the check drawn to reimburse the  
                    petty cash fund. 
  
          (3)  Check Cashing Funds. 
  
               Check cashing funds may be established as a service  
               provided to authorized patrons.  The size of the funds  
               shall be restricted to that maximum amount which can be  
               adequately safeguarded pursuant to the criteria established  
               by the Physical Protection Standards Manual (CG-468)  
               and Enclosure (40) to this manual. 
  
      c.  Banking and Bank Deposits. 
  
          (1)  The principle depository for NAFA shall be a checking  
               account in a reputable financial institution where  
               deposits are covered by FDIC, FSLIC, or when the bank is  
               designated as a U. S. Government depository and pledges  
               collateral to protect the uninsured balance in the 
               account.  When the $100,000.00 limit is to be exceeded,  
               the command shall submit a letter request to  
               Commandant (G-FRS), indicating name and address of bank,  
               account number, amount requiring additional coverage and  
               any other information necessary to obtain the collateral 
               pledge from the bank. 
  
 
                                     3 
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  3.  c.  (2)  Bank accounts shall be carried in the full name of the  
               unit NAFA, and not in the name of an individual; all  
               checks shall be imprinted "(Unit) NAF Activity". 
  
          (3)  Deposits of cash receipts on hand will be made daily unless 
               collections of currency and coins total less than $200.   
               Deposits may be deferred until that amount is  
               accumulated, or made on a weekly basis, whichever is  
               sooner. 
  
          (4)  Funds not required for ordinary use or needed to meet  
               minimum balance requirements for bank services should be  
               invested to maximize return.  Excess funds may be  
               invested in: 
  
               (a)  obligations of the federal government including  
                    Savings Bonds, Treasury Bills, Certificates of  
                    Indebtedness, Treasury Notes, and Treasury Bonds; 
  
               (b)  obligations of government instrumentalities,  
                    including Federal Intermediate Credit Bank  
                    Debentures, Federal Home Loan Bank 
                    Notes, Federal Land Bank Debentures, and Banks  
                    for Cooperative Debentures; 
  
               (c)  Federal Deposit Insurance Corporation (FDIC) insured  
                    bank savings accounts, time deposit accounts, and  
                    negotiable or registered certificates of deposit; 
  
               (d)  Savings and Loan Association shares and savings  
                    accounts insured by the Federal Savings and Loan  
                    Insurance Corporation (FSLIC), providing such  
                    deposits do not exceed $100,000; 
  
               (e)  Federally insured credit unions whose charters accept 
                    organizational members, providing that such deposits  
                    do not exceed $100,000. 
  
          (5)  The procedures for participating in the servicewide  
               cash investment system are contained in Enclosure (12). 
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  20 JAN 1988 
  
                                       CHECK CASHING POLICY 
  
  1.  Purpose.  To authorize commands to accept checks for cash  
      and/or merchandise and to prescribe servicewide procedures for  
      this customer service. 
  
  2.  Control and Handling of Checks. 
  
      a.  Checks may be accepted or cashed only at designated locations  
          and by personnel so authorized by the command. 
  
      b.  Positive identification is required before checks are  
          approved or cashed, such as: 
  
          (1)  Official Armed/Uniform Services identification 
  
          (2)  Name of sponsor (if a dependent) 
  
          (3)  Current home address and telephone number 
  
          (4)  Current name and address of military command to which  
               assigned 
          (5)  Social security number. 
  
      c.  Checks shall be accepted from authorized patrons only, subject  
          to local fund availability.  In no case will a NAFA employee  
          cash his/her own check. 
  
|     d.  First-party personal checks may be cashed in amounts up to  
|         $200 per day; however, personal checks in the exact amount  
|         of purchase plus $200 may at command discretion be received  
|         in any amount.  As a practice second-party checks will not be  
|         accepted; however, local commands are authorized to deviate 
|         from this policy on a case by case basis where it serves the  
|         interest of the Coast Guard. 
  
      e.  Government and private checks, such as certified checks,  
          cashier checks, U.S. and state checks, American Red Cross  
          checks, Military Relief/Aid Society checks, money orders,  
          traveler's checks, Federal and state chartered credit 
          union checks, U.S. insurance company checks and NAFA checks  
          may be cashed in amounts to be established locally, dependent  
          on funds availability.  Such checks may be cashed only when  
          presented by the original payee. 
  
      f.  All checks accepted shall be endorsed at the time of  
          presentation to a NAFA. 
  
      g.  Check cashing rules shall not contain a limitation based  
          on pay grade. 
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      h.  When a check previously cashed is returned to a NAFA for any  
          reason, the individual concerned will be immediately  
          contacted to obtain restitution, and no further checks will be  
          accepted from that individual until full restitution 
          has been made.  An administrative charge may be applied 
          in accordance with command policy to the reimbursement amount  
          due NAFA on all checks returned as dishonored.  This charge  
          will not be applicable, however, when: 
  
          (1)  the bank acknowledges the return to be the result of a  
               bank error; or 
  
          (2)  the return is the result of a NAFA error; (e.g., failure  
               to endorse, etc.) 
  
      i.  When an individual has had two or more checks returned through  
          his own fault or negligence within a 60-day period, no further  
          checks will be accepted from said individual for a period of  
          1 year.  Dishonored check collection procedures are 
          provided in enclosure (40) to this manual. 
  
      j.  A list of names of these persons who have not made full  
          restitution promptly or have had two or more checks returned  
          through their own fault or negligence will be maintained in  
          a current status in the NAFA office and at all other 
          cashing areas.  Copies of the list will be forwarded under  
          a letter of transmittal to other NAF Activities and  
          commissary stores in the area. 
  
      k.  When several checks, drawn by the same person, are returned  
          within a said period of time indicating that the  
          individual intentionally issued the bad checks, all Coast  
          Guard and Department of Defense NAF Activities and Commissary 
          Stores in the area and Commandant (G-FRS) will be immediately 
          notified by telephone and/or message. 
  
      l.  In the event that restitution is not made, action to  
          initial collection or repayment by military personnel of  
          debts to NAFA may be processed in accordance with Article  
          134 UCMJ. 
  
      m.  A person's name may, after 1 year and/or at the discretion  
          of the commander, be removed from the list. 
  
      n.  For check-cashing purposes, the following statement shall  
          be conspicuously posted in the vicinity of the cashier at all  
          NAF Activities:  Notice to the cashiers:  Disclosure of your  
          social security number and other personal information is mandatory  
          if you wish to cash a check.  All information thus 
          furnished, including your social security number, will  
          be used to identify, to this activity, writers of checks that  
          have previously been returned unpaid.  Request for disclosure  
          of this information is made pursuant to the authority of 
          Title 5, U.S. Code, Section 301." 
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                          UNIFORM REIMBURSEMENT 
  
| A.  BACKGROUND.  The Coast Guard Exchange System (CGES) operates 
|     military uniform shops.  Each Coast Guard Exchange (CGX) is 
|     reimbursed from appropriated funds for the sale of issue 
|     uniform items.  The reimbursement percentage covers the 
|     operating costs of providing this service.  The following 
|     procedures for the reimbursement for the sale of issue 
|     uniform items applies. 
|  
| B.  POLICY. 
|  
|     1.  Quarterly, the CGX will complete and submit a Voucher For 
|         Transfer Between Appropriations (SF-1080) with the CGES 
|         Income Statement (CG-5228) to Commandant (G-PXM). 
|         Reimbursement from AFC-30 funds will be made payable to 
|         the CGX. 
|  
|     2.  Uniform Reimbursement will be calculated as a percent of 
|         issue uniform item sales.  This percentage will be 
|         published via message at the beginning of each 
|         Appropriated Fund fiscal year.  The message will indicate 
|         when the change is to take effect. 
|  
|     3.  Report issue uniform item sales, purchases, beginning and 
|         ending inventory in the profit center in which the items 
|         are sold on the CGES Income Statement (CG-5228).  Also 
|         enter the issue uniform item sales, purchases, and 
|         inventory figures as a separate memo item on the (CG- 
|         5228).  The memo item identification code for the profit 
|         center is RET5. 
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                          NON-APPROPRIATED FUND ACTIVITY 
                          PERSONNEL COST CONTROL PROGRAM 
   
  1.  INTRODUCTION. 
      
      a.  A program to monitor and control personnel costs and to develop 
          adequate staffing plans is provided in this enclosure.  This  
          program is intended to be used by major NAF activities where  
          the combination of sales volume and number of employees  
          requires a personnel cost control program.  A comparison of  
          actual operating personnel cost ratios to the performance  
          standards in Enclosure (16) provides quantitative criteria  
          for determining the need for this program. 
      
      b.  Since wages and salaries are the largest NAFA expense  
          category, local management of NAF activities, whether retail,  
          food, service, or club, must control personnel costs and  
          thereby prevent unnecessary spending of NAFA funds.  Although  
          the Federal Government regulates hourly wage rates, cost of  
          living increases, and premium pay criteria, management 
          exercises internal control over activity personnel costs. 
   
  2.  Responsibilities.  To meet the goals established in annual  
      budgets and activity performance standards (i.e., to provide  
      maximum service to NAFA patrons at minimal cost) management has  
      the responsibility to: 
       
      a.  Analyze each activity's hours of operation and determine  
          whether they fulfill patron needs.  (Management should  
          consider suggestions from patrons.) 
       
      b.  Insure that an adequate number of customer contact personnel  
          are on duty during hours of heaviest customer traffic. 
      
      c.  Avoid scheduling of unnecessary personnel during slack hours. 
      
      d.  Maintain a listing of qualified personnel who are willing to  
          work as required by the activity (whether early morning,  
          midday, evening, or weekend). 
   
  3.  PROCEDURES.  The following procedures should assist management  
      in the area of personnel cost control. 
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  3.  a.  NAFA Hourly Sales Analysis (CG-5270).  The NAFA Hourly  
          Sales Analysis (figure 25-1) indicates the best operating  
          hours for the activity and the most efficient scheduling  
          of personnel to meet customer demands.  The NAFA Hourly Sales  
          Analysis is available to be used to record the number of  
          sales transacted during each hour of the business day, the 
          number of customers, the volume of sales, and thus the  
          average sale per customer.  An Hourly Sales Analysis should  
          be conducted at least once each year.  (October is the  
          suggested base month because it is least affected by  
          seasonal or holiday sales fluctuations.)  For best 
          results, monitor sales transactions for a 30-day period  
          in order to include fluctuations caused not only by two  
          paydays, but weekends and holidays.  Recordings should be  
          made for at least one 2-week period, including one  
          payday, according to the following guidelines: 
           
          (1)  Maintain one sheet daily for each cash register  
               and consolidate these into one daily analysis of  
               the activity. 
           
          (2)  At the close of the business week, consolidate  
               daily analyses into a weekly analysis of the activity. 
                                        
                                NOTE 
               Management should use SF50 to notify employees of schedule 
               changes resulting from implementation of the Hourly Sales 
               Analysis. 
                
               It is recommended that management staff an activity with  
               no more than 40% full-time employees. 
       
       b.  NAFA Staffing Plan (CG-5271).  The NAFA Staffing Plan  
          (figure 25-2) indicates the number of personnel (part-time  
          and full-time) necessary to staff the activity efficiently.   
          The NAFA Staffing Plan form should be used to determine  
          exactly when each employee is on-duty (the plan also  
          indicates meal periods) in order to develop or modify 
          an efficient activity staffing plan.  When used in  
          conjunction with the Hourly Sales Analysis, the Staffing  
          Plan assists management in concentrating the greatest number  
          of personnel (full-time and part-time) during hours of  
          heaviest customer traffic.  The Staffing Plan also indicates  
          where fewer full-time employees are required.  When an activity  
          has different hours of operation for certain days of 
          the week (i.e., Saturdays or Thursdays), a second daily form to 
          document the variant hours can be used. 
       
      c.  Personnel Cost Control Form.  The Personnel Cost Control  
          Form (figure 25-3) provides a means to monitor daily personnel  
          costs by activity, to make projections of month-end results,  
          to compare projections with the budget, and (if necessary) to  
          start cost reduction action.  Complete the Personnel Cost  
          Control Form according to the following guidelines: 
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                          CREDIT CARDS 
  
  1.  Purpose:  To establish a uniform policy regarding the 
      acceptance of major credit cards.  To provide authorized 
      patrons with the opportunity to use credit cards in payment 
      for the type of goods and services where this is customary. 
  
  2.  General Policies: 
  
      a.  Credit cards will not be authorized for shipboard NAFA's 
          or shore-based NAFA's with annual Exchange sales under 
          $250,000. 
  
      b.  At shore-based NAFA's with annual Exchange sales of 
          $250,000 or more, credit cards may be authorized for 
          purchases in the following types of activities: 
  
          (1)  Main Exchanges. 
  
          (2)  Exchange Specialty Stores including Uniform Shops, 
               Toylands, Exchange Annexes, Outdoor Shops, and Four 
               Seasons Stores which are the type of activity in 
               which credit cards are customarily accepted in the 
               civilian community.  Specifically excluded are 
               Convenience Stores and "7-11" type activities, 
               Grocery Sections, and Package Stores unless 
               otherwise authorized by sub-paragraph 6 below. 
  
          (3)  Service Stations (for repair parts and service work 
               only.  This does not preclude gasoline credit card 
               sales where the supplier accepts those cards and 
               reimburses the exchange.) 
  
          (4)  Guesthouses. 
  
          (5)  Beauty shops. 
  
          (6)  When consolidated in, and sharing common checkout 
               with the Main Exchange, credit cards may also be 
               accepted in: 
  
               (a)  Grocery Sections. 
  
               (b)  Package stores (unless prohibited by state or 
                    local law.) 
  
      c.  Deviations from policy specified herein require approval 
          of Commandant (G-F).  Units submitting requests for 
          exception shall ensure that full justification is 
          included. 
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  2.  d.  There shall be no minimum sale amount for credit 
          card purchases.  Further, prices will not be 
          increased to offset credit card costs nor will units 
          institute "discount for cash" or other alternatives 
          that result in different prices depending on the 
          purchasers method of payment. 
  
      e.  Credit card acceptance should not be used in any way 
          to promote the sales of alcoholic beverages. 
  
      f.  Commandant (G-FRS) will coordinate all solicitations 
          for credit card services.  Independent unit 
          arrangements with banks, processors, or other 
          financial institutions are not authorized. 
  
      g.  The only cards authorized for acceptance are VISA 
          and Master Card. 
  
      h.  Units are required to pay bank fees within the time 
          frame specified in the contract as approved by 
          Commandant (G-FRS) i.e. anticipated at 30 days from 
          date of monthly invoice.  Units not paying these fees 
          on time may expect to lose the authority to accept 
          credit cards. 
  
  3.  Operations: 
  
      a.  Initially, for credit card processing services Coast 
          Guard units will be parties to the appropriate 
          NAVRESSO zone contracts. 
  
      b.  Appendix A lists Coast Guard unit NAFA's that may 
          accept major credit cards (Master Card and Visa) 
          under the respective NAVRESSO zones.  It also shows 
          estimated requirements for imprinters and electronic 
          authorization devices (EADS). 
  
      c.  Package stores previously authorized to accept 
          credit cards on a "test basis" may not continue to 
          accept cards unless they meet the requirements of 
          II(a) above. 
  
      d.  Each unit shall establish controls for safeguarding 
          and transmitting credit card slips, and shall 
          establish accounts receivable for transaction slips 
          which have been forwarded to the processor.  The 
          contractors will be required to ensure that credit 
          (payment) is accomplished within one to two days 
          after receipt. 
  
  4.  General Credit Card Rules: 
  
      a.  Expired cards will not be honored. 
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  4.  b.  Card must be signed on back by the person whose name 
          appears on the front of the card. 
  
      c.  Safeguard completed charge slips like cash. 
  
      d.  Transactions must be authorized.  There are four 
          methods of receiving authorization.  The method used 
          by the sales clerk will depend on equipment 
          available and the applicable floor limit (that 
          dollar maximum over which it is necessary to contact 
          the credit processing center to authorize a credit 
          sale). 
  
          (1)  Card Recovery Bulletin Verification - Sales 
               clerk consults a bi-weekly publication which 
               lists lost or stolen credit cards.  If 
               purchaser's card number does not appear, sales 
               clerk authorized to approve purchase if under 
               specified floor limit.  If purchaser's card 
               number is on the lost or stolen card list, 
               sales clerk turns card over to the Exchange 
               Officer for disposition in accordance with 
               credit card company policy. 
  
          (2)  Phone Verification - Sales clerk dials a toll 
               free number and contacts the credit processing 
               center to get an authorization number for a 
               customer's charge purchase.  Used for purchases 
               over the floor limit. 
  
          (3)  Electronic Authorization Device (EAD) - Sales 
               clerk enters the charge card account number 
               into key pad or "swipes" the purchaser's card 
               through a machine that automatically contacts 
               the credit processing center for purchase 
               approval.  Used for purchases both over and 
               under the floor limit. 
  
          (4)  EPOS (Electronic Point of Sale) Cash Register 
               Verification - Sales clerk enters the charge 
               card number into the EPOS-type cash register 
               which contacts the credit processing center 
               through dedicated telecommunications channels. 
               Used for purchases both over and under the 
               floor limit. 
  
  5.  Sales Clerk Procedures: 
  
      a.  Validation: 
  
          (1)  If transaction amount is under specified floor 
               limit: 
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  5.  a.  (1)  (a)  Validate card number with warning/card 
                    recovery bulletin and annotate page number 
                    on credit card slip at locations not 
                    utilizing EPOS/EAD (Electronic 
                    Authorization Device) 
  
               (b)  Validate card number utilizing EPOS/EAD 
                    and annotate approval number on credit 
                    card sales slip. 
  
          (2)  If transaction amount is over specified floor 
               limit: 
  
               (a)  Locations not utilizing EPOS/EAD 
                    verification will obtain authorization via 
                    telephone (toll free number to 
                    authorization center).  Approval number 
                    provided will be annotated on credit card 
                    slip. 
  
               (b)  Locations utilizing EPOS/EAD authorization 
                    will authorize all applicable transactions 
                    and annotate approval number on credit 
                    card slip.  Should EPOS/EAD authorization 
                    networks be "down" authorizations will be 
                    accomplished via telephone as indicated 
                    above. 
  
      b.  Credit Card Slip Preparation: 
  
          (1)  Upon obtaining the required verification and or 
               approval (when over the floor limit) the 
               salesperson will prepare the credit card sales 
               slip. 
  
          (2)  Located at each designated credit register 
               there will be a credit card imprinter and a 
               supply of both Master Card and VISA charge sale 
               slips.  The salesperson will: 
  
               (a)  Place the patrons Master Card or VISA in 
                    the credit card imprinter face up. 
  
               (b)  Take the appropriate credit card sales 
                    slip and enter a brief description of the 
                    items purchased in the description column 
                    for purchases consisting of 3 items or 
                    less. 
  
               (c)  If four or more items from the same 
                    department are purchased, briefly describe 
                    such as "6 items dept. 1", and the 
                    register transaction number "xxxx". 
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  5.  b.  (2)  (d)  If four or more items from several 
                    merchandise depts. are purchased, a brief 
                    description such as "10 items purchased 
                    various depts.", and the register 
                    transaction number "xxxx". 
  
               (e)  Enter the sale price of each item with 3 
                    or less items purchased in the appropriate 
                    column.  When more than 3 items are 
                    purchased enter the total amount of the 
                    sale in the amount column. 
  
               (f)  Place the credit card sales slip directly 
                    on top of the credit card (on the 
                    imprinter) face up and move the control 
                    handle from the left to right across the 
                    top of the credit card sales slip. 
  
               (g)  Remove the credit card sales slip from the 
                    imprinter. 
  
               (h)  On registers with no validation imprinter 
                    capability, enter total on credit card 
                    sales slip and compare to register tape 
                    total. 
  
               (i)  Have the patron sign the credit card sales 
                    slip and enter their telephone number. 
  
               (j)  Compare patron's signature on the credit 
                    card sale slip to the signature on the 
                    back of the credit card.  If signatures do 
                    not agree, the sale shall not be 
                    authorized and the matter shall be 
                    referred to the Exchange Officer for 
                    disposition in accordance with credit card 
                    company policy. 
  
               (k)  Give the patron the credit card and the 
                    number two (customer) copy of the credit 
                    card sales slip. 
  
      c.  Completion of Transaction: 
  
          (1)  Remove the register receipt and: 
  
               (a)  Stamp or write on the register receipt 
                    "Charge Sale" if your register does not 
                    perform this function. 
  
               (b)  Staple cash register receipt to bag. 
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  5.  c.  (2)  Place credit card sales slip in register cash 
               drawer.  It is important that credit card 
               charge slips be treated and protected in the 
               same manner as cash. 
  
      d.  Refund Procedures: 
  
  NOTE:  Cash is never to be given if the original sale was made 
  with a credit card.  Refunds for cash or credit card sale will 
  only be made at designated registers. 
  
          (1)  Request cash register receipt from customer. 
               If it is stamped "Charge Sale", either by hand 
               or by the register, request the Master Card or 
               VISA charge card (whichever is applicable) from 
               the customer. 
  
          (2)  Prepare a refund voucher, insuring all 
               information entered is legible and obtain 
               customers signature. 
  
          (3)  Ring amount of refund on register in normal 
               manner. 
  
          (4)  Located at the designated register there will 
               be a credit card imprinter and a supply of both 
               Master Card and VISA returned sales slips.  The 
               salesperson will: 
  
               (a)  Place the patrons Master Card or VISA in 
                    the credit card imprinter face up. 
  
               (b)  List the items being returned on the 
                    returned sales slip and the amount of each 
                    return and total. 
  
               (c)  Place the returned sales slip directly on 
                    top of the credit card (on the imprinter), 
                    face up and move the control handle across 
                    the top of the returned sales slip. 
  
               (d)  Remove the credit card and returned sales 
                    slip in the appropriate space. 
  
               (e)  The customer will sign the returned sales 
                    slip in the appropriate space. 
  
               (f)  Give the customer the No. 2 copy 
                    (customer) of the returned sales slip 
                    along with their credit card. 
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  NOTE:  At this point, the returned sale has been rung up, the 
  refund voucher validated (imprinted where available) and the 
  procedures necessary to complete the transaction can be 
  accomplished. 
  
               (g)  Remove the register receipt from the 
                    register and stamp or write "Charge Sale" 
                    on the receipt. 
  
               (h)  Stamp all 3 copies of refund voucher, 
                    "Charge Sale". 
  
               (i)  Remove the No. 4 copy of the returned 
                    sales slip and attach to the duplicate 
                    copy of the refund voucher. 
  
               (j)  Attach to the original (white) copy of the 
                    refund voucher the following: 
  
                    1  Original sales slip/register receipt 
                       received from patron if available. 
  
                    2  Register receipt from refund 
                       transaction. 
  
      e.  Close of Business Procedures: 
  
          (1)  Remove all credit card sales slips from 
               register. 
  
          (2)  Separate Master Card and VISA sales slips, 
               (Nos. 1 and 3 copies). 
  
          (3)  Remove the No. 1 copy from each batch and 
               prepare adding machine tape for each batch. 
  
          (4)  Attach adding machine tape to each batch (No. 1 
               copies) and bind with rubber band. 
  
          (5)  Batch the No. 3 copies, (by tape) and bind with 
               rubber band, (no adding machine tape required). 
  
          (6)  Enter totals separately for Master Card and 
               VISA on sales persons daily cash report. 
  
  6.  Helpful Hints: 
  
      a.  Credit transactions of less than $15.00, though 
          authorized, should not be encouraged because 
          processing fees would probably exceed the profit. 
  
 
 
 
 
 
 
 
 
 
 
                                     7 



  Encl (26) to COMDTINST M7010.5 CH-20 
 
  6.  b.  Identify the specific locations (post signs) in your 
          store where credit card transactions will actually 
          be processed i.e., small to medium size stores may 
          wish to restrict this to the control counter(s), 
          large stores may need to use the control counter(s), 
          the customer service area and one or two check out 
          lines. 
  
      c.  The acceptance of credit cards at all registers is 
          not recommended because of the slow down in moving 
          customers through the line. 
  
      d.  Make sure that the employees handling cards are well 
          trained...every credit card slip (transaction) is 
          like cash. 
  
      e.  Telephone lines (need not be dedicated) will be 
          needed for the electronic authorization devices 
          (EADS). 
  
      f.  Remember that NAFA is responsible for losses caused 
          by failures to adhere to authorization/verification 
          procedures. 
  
      g.  Summarize Master Card and VISA transactions 
          separately each day and transmit credit card slips 
          to the processor on a timely(daily) basis. 
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                                 TRAINING 
  
  1.  General. 
  
      The purpose of NAF training is to provide the knowledge necessary to 
      increase all employees' abilities, efficiency, and productivity. 
      Training is available for both military and civilian personnel.   
      Proper training helps all personnel understand how and why their  
      jobs are performed.  Training may be given on-the-job or through  
      formal programs.  The training needs of the work force should be  
      reviewed periodically and adjusted to fit the current needs of the  
      employees.  It is the responsibility of management to see that  
      adequate training is provided to help maintain peak efficiency  
      and productivity of each NAF activity. 
  
  2.  Funding of training needs.  To be handled in accordance with 
      Enclosure (53), Chapter 4-D in this Manual. 
  
  3.  Types of training. 
  
      a.  Introduction program.  To be handled in accordance with  
          Enclosure (53), Chapter 4-E in this Manual. 
  
      b.  On-the-job training.  On-the-job training within the normal  
          work schedule provides a major portion of the training given to 
          employees.  On-the-job training may be given by group or  
          individual instruction.  The basic premise of on-the-job  
          training is learning through experience.  The employee is  
          first verbally instructed and shown how to perform the job  
          function by a supervisor or an experienced employee.  Next,  
          the employee performs the job function in the presence of  
          the supervisor.  Corrections are made and the 
          trainee evaluated.  The supervisor then determines  
          whether further training is necessary. 
  
      c.  Management training courses. 
  
          (1)  Navy Exchange Management School.  The Navy Exchange  
               Management School is a training program funded by  
               Headquarters for exchange managers and NAFA Officers.   
               The five week course is offered quarterly.  The primary  
               goal is to prepare each student to perform successfully  
               in all aspects of managing exchange activities.  Each  
               student should be able to proceed from this 
               course with a full understanding of the policies  
               and procedures necessary for successful exchange  
               management.  Proper application of the skills presented  
               will enable the students to manage effectively.  The  
               Short-Term Resident Training Request Form (CG-5223) will  
               be used to request admission to the Exchange Management  
               School.  Forward the completed application 
               to Commandant (G-FRS).  The course is divided into three 
               segments.  The first three-week and final one-week  
               segments are taught at Athens, Georgia.  The second  
               segment, the fourth week, is taught at Aviation Training  
               Center (ATC) Mobile or other units.  A summary of the  
               topics covered includes: 
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  3.c.(1)      (a)  First three weeks (Athens, GA.) 
  
                    1.  Exchange organization and regulations. 
  
                    2.  Financial management. 
  
                    3.  Payroll administration. 
  
                    4.  Internal control. 
  
                    5.  Contracts. 
  
                    6.  Retail merchandising. 
  
                    7.  Distribution management. 
  
                    8.  Maintenance management. 
  
                    9.  Cost control staffing. 
  
                   10.  Budget and control. 
  
                   11.  Visual merchandising. 
  
                   12.  Open-to-but (OTB) plan. 
  
                   13.  Stock control. 
  
               (b)  Fourth week (ATC Mobile) - Course curriculum reviewed  
                    in NAFA Management Training Program, Section 3.c.(3)  
                    of this enclosure. 
  
               (c)  Fifth week (Athens, GA). 
  
                    1.  Safety program and fire prevention. 
  
                    2.  Recruiting and employment. 
  
                    3.  Employee benefits, training, and development. 
  
                    4.  Labor relations. 
  
                    5.  Employee relations and performance appraisal. 
  
                    6.  Wage and salary administration. 
  
                    7.  Physical security. 
  
                    8.  Equal employment opportunity. 
  
                    9.  Standards of patron services. 
  
 
 
 
 
 
 
 
 
                                     2 



 
 Enclosure (27) to COMDTINST M7010.5, CH-8 

  13 OCT 1981 
  
  3.  c.  (2)  Navy Open Mess Management School.  The Navy Open Mess 
               Management School is a four-week training program funded  
               by Headquarters.  The Mess Management School is available  
               to all NAFA Officers, exchange, club, and mess  
               managers.  The course is offered quarterly at Patuxent  
               River, Maryland.  The Short-Term Resident Training  
               Request Form (CG-5223) will be used to request  
               admittance to the Navy Open Mess Management 
               School.  Forward the completed application to Commandant 
               (G-FRS).  The course is designed to provide a thorough 
               understanding of the procedures and policies relating to 
               the operation of an open mess.  The curriculum is  
               divided into three phases as follows: 
  
               (a)  Phase I (Mess and Personnel Regulations) - Topics  
                    include: 
  
                    1.  General mission. 
  
                    2.  Administrative responsibility. 
  
                    3.  Operating policy. 
  
                    4.  Construction. 
  
                    5.  Maintenance. 
  
                    6.  Taxes. 
  
                    7.  Reports. 
  
                    8.  Alcoholic beverages. 
  
                    9.  Insurance. 
  
                   10.  Procurement. 
  
                   11.  Employment. 
  
                   12.  Salaries and wages. 
  
                   13.  Attendance and leave. 
  
                   14.  Employee benefit plans. 
  
                   15.  Personnel relations. 
  
               (b)  Phase II (Accounting) - Topics include: 
  
                    1.  Administrative procedures. 
  
                    2.  Journals. 
  
                    3.  Ledgers. 
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  3.  c.  (2)  (b)  4.  Forms. 
  
                    5.  Reports. 
  
                    6.  Chart of accounts. 
  
                    7.  Analysis of financial statements. 
  
               (c)  Phase III (Cost Controls) - Topics include: 
  
                    1.  Food and beverage cost control systems. 
  
                    2.  Retail accountability. 
  
                    3.  Preparation of budgets and daily financial  
                            summaries. 
  
                    4.  Prevention of employee theft. 
  
          (3)  NAFA Management Training Program.  All students  
               enrolled in the Navy Exchange Management School will  
               attend the NAFA Management Training Program at ATC Mobile  
               as the second segment of the Exchange Management School.   
               This one-week course augments the Navy Exchange  
               Management School but can also be taken as an 
               individual course.  Enrollment in the Exchange Management 
               School is not a prerequisite for this course.  The  
               Short-Term Resident Training Request Form (CG-5223) must  
               be completed and forwarded to Commandant (G-FRS) to  
          obtain admission to the course.  The cirriculum includes  
               visits to other Coast Guard NAFA's to observe  
               visual merchandising techniques, operational 
               point of view, selling department layout and type  
               of activities-combinations.  Five key elements will be  
               reviewed: 
  
               (a)  Financial management. 
  
                    1.  Performance standards. 
  
                    2.  Budgeting. 
  
                    3.  Reporting. 
  
                    4.  Review of prior performance. 
  
               (b)  Operations. 
  
                    1.  Service. 
  
                    2.  Pricing. 
  
                    3.  Management Assistance Program. 
  
                    4.  Retail Price Comparison Survey. 
  
                    5.  Personnel cost control. 
  
                                     4 
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  3.  c.  (3)  (c)  Physical plant. 
  
                    1.  Capital Improvement Program. 
  
                    2.  Facility evaluation. 
  
               (d)  Security and safety. 
  
                    1.  Physical plant security. 
  
                    2.  Internal control procedures. 
  
                    3.  Consolidated insurance coverage. 
  
                    4.  Claim reporting. 
  
                    5.  Identifying existing and potential hazards. 
  
               (e)  Management visibility. 
  
                    1.  Daily visits to each activity. 
  
                    2.  Schedule meetings with managers and  
                            supervisors. 
  
                    3.  Personnel program. 
  
                    4.  Advisory counsel. 
  
      d.  Courses open to all employees. 
  
          (1)  Navy Resale and Services Support Office (NAVRESSO)  
               self-study courses.  Employees who desire to enroll  
               in a NAVRESSO self-study course may obtain and complete  
               the Navy Resale System - Self Study Course, Enrollment  
               Request (SS/242).  The completed form must be submitted  
               to the NAFA Officer for approval.  No funding is  
               required for these courses.  Send all enrollment  
               applications to: 
  
                    Navy Resale and Services Support Office 
                    Industrial Relations Division 
                    Training and Development Branch (IR4) 
                    New York Avenue 
                    Fort Wadsworth 
                    Staten Island, New York  10305 
  
               Forms may be obtained from the Navy Resale and Services  
               Support Office at the same address.  NAVRESSO will send  
               the course to the employee upon receipt of the  
               application.  Complete instructions and an open-book  
               final exam will be enclosed with the course.  The  
               suggested completion time is ninety days.  The 
               exam must be taken and a minimum percentage met before a 
               certificate of completion will be issued.  Four courses  
               are recommended and may be taken in any order. 
  
                                     5 
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  3.  d.  (1)  (a)  22, Open-to-buy. 
  
               (b)  24, Stock Control. 
  
               (c)  42, Introduction to Retailing. 
  
               (d)  74, Supervisory Practices. 
  
          (2)  Safety, security, and fire-prevention training.  The 
               purpose of safety, security, and fire-prevention training 
               is to teach employees the basic concepts necessary to 
               prevent accidents, fires, and breaks in security. 
               Training can be provided by the local provost marshall, 
               fire marshall, and/or police department. 
  
          (3)  Vendor Training Programs.  The need for product  
               knowledge training may be satisfied through training  
               provided by vendors.  Vendors should be encouraged to  
               conduct or participate in training sessions and/or  
               seminars.  Some examples of manufacturers providing such  
               training are calculator, watch, camera and cosmetic  
               manufacturers, and oil companies.  Information concerning  
               such training may be obtained from vendor representatives. 
  
          (4)  Other sources of training.  Other available sources of 
               training vary from area to area.  An example of such a 
               source is the local chamber of commerce.  The chamber of 
               commerce can often provide free films and publications for 
               training purposes.  Other local organizations may also 
               provide similar services such as public libraries and the 
               Better Business Bureau. 
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                        PROCUREMENTS USING NON-APPROPRIATED FUNDS 
  
  1.  PURPOSE:  This enclosure contains mandatory procedures to be  
      followed when procuring supplies, services, and merchandise with  
      non-appropriated funds. 
  
  2.  Types of Non-Appropriated Funds: 
  
      a.  Coast Guard Headquarters Trust Fund (CGHTF).  These funds  
          are distributed to the field as grants or loans. 
  
          (1)  The Personnel Services (PS) Account is administered  
               by Commandant (G-PS).  Funds are distributed to district  
               or Headquarters units under this account, as grants or  
               loans for approved recreation and morale projects and  
               programs.  Funds will be transmitted to the cognizant 
               command upon receipt of notification that funds are  
               required for disbursement. 
  
          (2)  The Non-Appropriated Fund Activity Account is  
               administered by Commandant (G-FRS).  Funds are made  
               available to the field, as loans and grants to fund  
               selected expenditures for the administration of 
               NAFA business.  Funds are sent directly to the NAF  
               activity involved, and an accounting for the funds will  
               be carried out as currently prescribed by this manual.   
               Funds will be transmitted in time to make 
               required disbursements. 
  
      b.  Local NAFA funds are used to purchase inventory,  
          operating supplies, routine services, and fund both maintenance  
          and capital improvement projects. 
  
  3.  Procurement with Non-Appropriated Funds: 
  
      Non-Appropriated Fund procurements are subject to the same close  
      scrutiny which is directed at all government purchases.  Sound  
      business practice requires that they be made in the public interest  
      and exhibit a high degree of professionalism.  Each transaction  
      should stand on its own merit with regard to reasonableness of  
      price and reflect that the best deal was attained for the 
      required delivery date of the item/services being procured.   
      The following special provisions apply: 
  
      a.  Purchases of inventory for resale. 
  
          (1)  Procurements of authorized items (see Enclosure 41) shall  
               be accomplished by NAFA personnel in quantities allowed  
               by the departmental open-to-buy on the basis of best  
               available price for the required delivery date.  Where  
               price discounts are offered for vendor standard order  
               quantities, the order quantity may be adjusted to take 
               advantage of the discount.  Local procedure should  
               establish the degree of latitude permitted. 
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  3.  a.  (2)  The first rule in purchasing is to stay with the best  
               sellers and "name" brands of high quality which are  
               distributed by reputable-established suppliers.  Be wary  
               of specials at large discount where the distributor may  
               be attempting to dump dead, obsolete, or  
               slow-moving inventories. 
  
          (3)  DOD term contracts shall be used to the maximum extent  
               practical.  (e.g. PABs, VOX, VPR, VRR).  Units within the  
               same locality may consider consolidating orders in order  
               to meet minimum order quantities. 
  
      b.  Purchases of less than $5,000 for supplies and 
          services.  Procurements may be accomplished by either  
          NAFA or appropriated fund employees in conformance with the  
          provisions of Coast Guard Small Purchase Handbook 
          (COMDTINST M4200.13). 
  
      c.  Purchase of supplies and services in excess of $5,000.   
          These procurements shall be made by appropriated fund  
          personnel authorized to execute such procurements.   
          Procurement shall be made in accordance with the provisions 
          of the Federal Procurement Regulations as implemented  
          and supplemented by the Department of Transportation  
          Procurement Regulations and Coast Guard 
          Procurement Procedures (COMDTINST M4200.16). 
  
      d.  Formal Contracts.  All formal contracts including  
          construction in excess of $2,000 shall be executed by  
          the contracting officer servicing the        geographical area  
          in which the NAFA is located.  The contracting officer 
          must be formally appointed to serve in the capacity as 
          contracting officer for non-appropriated funds.  See figure  
          28-1 for sample appointment certificate. 
  
      e.  Exceptions:  Unless prescribed by local procedures, NAFAs  
          are exempt from: 
  
          (1)  Mandatory sources of supply. 
  
          (2)  Use of mandatory federal supply schedules. 
  
          (3)  Mandatory use of appropriated fund small purchase  
               documents. 
          (4)  Restrictions dealing with the procurement of personal  
               services. 
  
  4.  Requirements for Non-Appropriated Fund Procurements  
      accomplished by Coast Guard procurement offices. 
  
      a.  Procurement offices shall be furnished formal documentation  
          that the appropriate Coast Guard command has approved the use  
          of non-appropriated funds for the procurement and that such  
          funds are available for deposit to the Deposit Fund Account  
          when required for payments under the contract.  The amount  
          placed on deposit may, at the discretion of the NAFA fund 
          administrator, be limited to the amount of the actual  
          disbursement. 
  
                                     2 
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  4.  b.  Since NAFA funds are not subject to the Anti-Deficiency Act, the 
          procurement request and pledge of NAFA funds serve as the basis  
          upon which to execute the procurement document. 
  
      c.  Payments funded by non-appropriated funds will be accomplished  
          by charge to the Deposit Fund Account, 69X6875 (02),  
          "SUSPENSE, U.S. COAST GUARD".  Deposits and charges to the  
          deposit fund account will be accomplished by the accounting  
          office designated to make payment under the contract. 
  
  5.  PROCEDURES FOR CONSTRUCTION AND A/E CONTRACTS: 
  
      a.  Authority of Contracting Officers.  Contracting officers  
          are appointed for the purpose of negotiating, awarding,  
          and administrating appropriated fund contracts.  They may  
          also perform the duties of contracting officer for 
          non-appropriated funds, act in an advisory capacity with  
          respect to small purchases using non-appropriated funds, and  
          be authorized to enter into and execute contracts funded  
          with non-appropriated funds for construction work 
          in excess of $2,000, and for architect engineer (A/E)  
          services.  See figure 28-1 for sample certificate of  
          appointment. 
  
      b.  Construction or Architect-Engineering Contracts Funded with 
          Non-Appropriated Funds. 
  
          (1)  General. 
  
               (a)  The policies and procedures in Part 1-1, Federal  
                    Procurement Regulations (FPR), Part 12-1, Department  
                    of Transportation Procurement Regulations (DOTP R)  
                    and Part 12B-1, Coast Guard Procurement Procedures  
                    shall be followed unless cogent reasons                     
                    justify noncompliance.  Justification will be  
                    in writing, signed by the appropriate NAFA officer,  
                    approved by the commanding officer, and at least one  
                    copy furnished to the contracting officer prior to  
                    beginning any procurement action. 
  
               (b)  In any case except work financed entirely by voluntary 
                    contributions or donations made to non-appropriated  
                    funds specifically to accomplish such work, all  
                    construction projects in excess of $2,000, financed  
                    in whole or in part by non-appropriated funds,  
                    will contain construction labor standard 
                    clauses consistent with the requirements of FPR  
                    Subpart 1-12.4. 
  
          (2)  Funding.  Contracting officers will take no action  
               to establish those contracts until they receive  
               documentation that the appropriate Coast 
               Guard command has approved the use of the  
               non-appropriated funds and that such funds are available  
               for payments under the contract. 
  
                                     3 



Encl (28) to COMDTINST M7010.5, CH-14 
8 DEC 1982 
  
  5.  b.  (3)  Payments to Contractors.  The appropriate paying  
               office will be designated in the contract to receive  
               invoices.  Payments will not be made from the deposit  
               fund account to the contractor until the contracting  
               officer has received documentation from the 
               command/project inspector, and a corresponding invoice  
               from the contractor, indicating the percentage of  
               completion.  Payment(s) may then be made as prescribed in  
               the contract clause "Payments to Contractors". 
  
          (4)  Contract Forms.  The forms used for non-appropriated  
               fund contracts will be the same as prescribed in FPR  
               Subpart 1-16.4 and DOTPR Subpart 12-16.4 for appropriated  
               fund contracts. 
  
      c.  Clauses for Construction Contracts.  In addition to the  
          clauses included in the standard forms referenced in FPR  
          Subpart 1-16.4, all required clauses and special provisions  
          contained or referred to in FPR Subpart 1-7.6 and 
          DOTPR Subpart 12-7.6 will be used except as follows: 
  
          (1)  The following modifications to Standard Form 19  
          (General Provisions), Standard Form 23-A (General  
               Provisions - Construction Contract) and 
               DOT F 4220.12 and DOT F 4220.13, as applicable, shall  
               be accomplished in the "alterations" paragraph of  
               Standard Form 23 (Construction Contract) or in an  
               alterations paragraph added in the schedule of 
               Standard Form 19 (Invitation, Bid and Award), as may  
               be appropriate: 
  
               (a)  Definitions:  The following clause shall be  
                    substituted for the provision of Article 1,  
                    Definitions of SF 23-A: 
  
                    1.  As used in this contract, the term  
                        "contracting officer" means the person  
                        executing or administering this contract on 
                        behalf of the non-appropriated fund which  
                        is a party hereto, or his successor or  
                        successors. 
  
                    2.  Non-appropriated Fund Instrumentality.   
                        The (name of the NAFA) is a non-appropriated  
                        fund instrumentality of the United States  
                        Government.  No appropriated funds of the 
                        United States shall become due, or be paid  
                        to the contractor by reason of this contract. 
  
                    3.  As used in this contract, the term "NAFA"  
                        means the non-appropriated fund activity  
                        contracting for the services or supplies. 
  
                    4.  As used in this contract, the term  
                        "sub-contracts" includes purchase orders. 
  

(b) Disputes:  The following clause shall be substituted for the  
                    provision of Article 3 of SF-19 and Article 6 of SF 23-A,  
                    entitled "Disputes": 
  

4 
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5. c.  (1)  (b)  1.  Except as otherwise provided in this contract, any  
                        disputes or claim concerning this contract which is not  
                        disposed of by agreement shall be decided by the  
                        Contracting Officer, who shall state his decision in  
                        writing and mail or otherwise furnish a copy of it to  
                        the Contractor.  Within 30 days from the date of receipt  
                        of such copy, the Contractor may appeal by mailing or  
                        otherwise furnishing to Contracting Officer a written  
                        appeal addressed to the Department of Transportation 

                          Contract Appeals Board and the decision of the board  
                          shall be final and conclusive; provided that if no such  
                          appeal is taken, the decision of the Contracting Officer  
                          shall be final and conclusive.  The Contractor shall be  
                          afforded an opportunity to be heard and to offer  
                          evidence in support of any appeals under this clause. 
                          Pending final decision of such a dispute, however, the  
                          Contractor shall proceed diligently with the performance  
                          Oft he contract and in accordance with the decision of  
                          the Contracting Officer.  Payments to Contractors: 
                          Modify the provisions of Article 7, payments to  
                          contractors of SF 23-A by omitting the last sentence in  
                          paragraph (e) and add the following to the end of this 
                          clause "Upon satisfactory completion and acceptance of  
                          all work required by this contract located on land in  
                          which the Government has a real property interest, and  
                          prior to final payment, the contractor hereby agrees to 
                          execute an instrument of conveyance, in a form approved  
                          by the contracting officer, conveying all real property  
                          to the Government". 
 

(c) Payments to Contractors:  Modify the provisions of Article  
      7, payments of contractors of SF 23-A by omitting the last  
      sentence in paragraph (e) and add the following to the end  
      of this clause "Upon satisfactory completion and acceptance  
      of all work required by this contract located on land in  
      which the Government has a real property interest, and prior  
      to final payment, the contractor hereby agrees to execute an  
      instrument of conveyance, in form approved by the  
      contracting officer, conveying all real property to the  
      Government." 

 
Note:   For construction on land owned by the Coast Guard or leased by a non- 
        appropriated fund activity, modify this sentence to read "Upon  
        satisfactory completion and acceptance of all work required by this  
        contract, located on land owned by the Coast Guard or leased by the  
        NAFA, and prior to final payment, the contractor hereby agrees to  
        execute an instrument of conveyance, in a form approved by the 
        contracting officer, conveying all real property to the Government". 
 
        Also, add the following as paragraph (f):  "This agreement is not a  
        United States Government contract, but is solely the obligation of the  
        NAFA". 
 
          (d)  Assignment of Claims:  Delete the provisions of Article 9 of SF  
               19 and Article 8 of SF 23-A, entitled "Assignment of Claims".  
               The use of these clauses are prohibited for non-appropriated fund  
               contracts.  If payment or assignment to a third party is  
               required, a locally devised clause will be used. 
 
          (e)  Utilization of Small Business Concern:  Delete the provision of  
               Article 13 of SF 19 and Article 22 of SF 23-A, entitled  
               "Utilization of Small Business Concerns".  The Small Business program is  
                not applicable to contracts funded solely with non-appropriated funds. 
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  5.  c.  (1)  (f)  Authorization and Consent:  Delete the provision of  
                    Clause 48, Authorization and Consent of Form F4220.12. 
  
          (2)  Priorities, Allocations, and Allotments:  Omit the clause  
               referred to in DOTPR 12-1.311. 
  
          (3)  Patent Indemnity:  Use appropriate clause in DOTPR  
               12-9.6107. 
  
          (4)  Alterations in Contract:  As used throughout this  
               contract, the word "NAFA" is substituted for the word  
               "Government" except in the last sentence of the payments  
               clause regarding conveyance of real property. 
  
      d.  Additional Procedures and Clauses Applicable to  
          Architect-Engineering (A/E) Service Contracts. 
  
          (1)  The policies and procedures contained in this enclosure  
               are applicable to A/E services contracts. 
  
          (2)  Prior to negotiation with a selected architect-engineer  
               firm, preprocurement requirements of Coast Guard policies  
               and procedures pertaining to appropriated fund A/E  
               contracting will be met except the requirement for  
               determinations and findings by Comptroller, Coast 
               Guard.  The statutory limitations on the monetary amounts  
               that may be paid architect-engineers (5 U. S. C. 3109 as  
               implemented by the annual DOT Appropriation Act) are not  
               for mandatory application to non-appropriated fund  
               activities, but should be used as a guide. 
  
          (3)  In addition to the clauses included on Standard Form 253  
               (General Provisions-Architect-Engineer Contract), all  
               required clauses and special provisions contained or  
               referred to in DOTPR Subpart 12-7.54, will be used  
               except as follows: 
  
               (a)  The following modifications to standard Form 253  
                    shall be accomplished by adding an alterations in  
                    contract clause, which is to be attached thereto: 
  
                    1.  Definitions:  The clause set forth in  
                        subparagraph 5c.(1)(a) shall be substituted for  
                        the provision of Article 1, Definitions of SF 253. 
  
                    2.  Disputes:  The clause set forth in  
                        subparagraph 5c.(1)(b) shall be substituted for  
                        the provision of Article 5, Disputes 
                        of SF 253. 
  
                    3.  Assignment of Claims:  Delete the provision  
                        of Article 6, Assignment of Claims of SF 253.   
                        The use of this clause is prohibited for  
                        non-appropriated contracts.  If payment or 
                        assignment to a third party is required, a 
                        locally devised clause will be used. 
  

4. Alterations in Contract:  As used throughout this  
    contract, the word "Government" is deleted  and the word  
   "NAFA" is substituted in lieu thereof. 
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                          CERTIFICATE OF APPOINTMENT 
  
  Pursuant to authority vested in the undersigned, and in accordance with 
  Encl (28) to COMDTINST M7010.5. 
  
                                   JOHN M. DOE 
  
  
                               is hereby appointed 
  
  
                               CONTRACTING OFFICER 
  
  
  for non-appropriated fund acquisitions conducted within the geographical 
  boundaries of the__________ Coast Guard District subject to the 
  limitations in the cited COMDTINST and to (a limited dollar authority  
  of (if appropriate)) to enter into contractual actions on behalf of  
  the non-appropriated fund instrumentality. 
  
  Unless sooner revoked, this appointment is effective as long as the  
  appointee named herein is assigned to_______________Coast Guard  
  District Office. 
  
  
      ______1 October 1982____         Robert J. Roe 
                                           Commander,________Coast Guard  
                                                             District 
      ____________________________         Rear Admiral, U. S. Coast Guard 
      Serial # 
  
                                 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 28-1 
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                          SEASTORE TOBACCO PRODUCTS 
  
  1.  Purpose. 
  
      To authorize the sale of tax-free tobacco products in shipboard  
      exchanges when such ships are operating outside the territorial  
      waters of the United States and to prescribe required procedures  
      for control and handling of such inventories. 
  
  2.  Control and Handling. 
  
      a.  Seastore tobacco products (tax-free) may be purchased for  
          resale by shipboard exchanges and sold when such ships are  
          operating outside the territorial waters of the United States. 
  
      b.  Purchased quantities of seastore tobacco shall not exceed  
          anticipated sales, except when purchased for transfer to other  
          authorized activities. 
  
      c.  All shipments of tax-free products shall be received by a  
          commissioned officer and strict inventory accountability and  
          security shall be maintained.  Physical counts of such  
          inventory shall be taken: 
  
          (1)  on receipt; 
  
          (2)  on transfer or relanding; 
  
          (3)  on departing U. S. territorial waters; and 
  
          (4)  on reentering U. S. territorial waters. 
  
      d.  Discrepancies shall be investigated and a written report shall  
          be submitted to the commanding officer.  All inventories and  
          reports shall be retained in permanent files and made  
          available upon request of inspecting officers 
          or Internal Revenue agents. 
  
      e.  No tax-free cigarettes or snuff may be sold while the vessel  
          is within U. S. territorial waters unless customs duties  
          equal to the Internal Revenue tax have been fully paid, and a  
          customs inspection stamp has been affixed to each package of  
          manufactured tobacco or snuff. 
  
      f.  Sales of tax-free tobacco shall be regulated in quantity to  
          amounts that may reasonably be consumed while outside  
          the territorial waters. 
  
      g.  Relanding of tax-free tobacco products may be made only after  
          clearance has been obtained through the local customs office. 
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                          SATELLITE AND BRANCH OPERATIONS 
  
  1.  Purpose.  To establish a procedure allowing units to provide 
      essential health and comfort items for assigned military personnel 
      with a minimum of administrative burden. 
  
| 2.  Discussion. 
| 
|     a.  The satellite/branch concept allows units to have NAFA service 
|         available without the administrative cost and management burden 
|         normally associated with such an operation.  Flexibility is 
|         constrained by the services available, the size of the parent 
|         NAFA and the financial ability of the supplier NAFA to extend the 
|         service at an economical cost. 
| 
|     b.  Branch NAFAs are ashore NAFAs operated and managed by the 
|         parent command.  Accounting and operations are the same as for 
|         any other profit center.  This is similiar to a concessionaire 
|         operation. 
| 
|     c.  Satellite NAFAs can operate on board cutters and at shore 
|         locations.  The activities are operated by the satellite command 
|         using the inventory, the working capital and some administrative 
|         support of the parent NAFA command. 
| 
  3.  Operations. 
  
      a.  Support agreements are mandatory.  They define the authority 
          and responsibility of each command, as well as the working 
          relationships within the business.  There must be a mutual 
          agreement between the commands involved and approval by the 
          responsible district commander prior to implementation.  Sample 
          agreements are provided in Figures 30-1 and 30-2. 
  
      b.  Merchandise requirements. 
  
          (1)  Transfer merchandise for branch operations at cost. 
  
          (2)  For satellite activities, a mutually agreed upon handling 
               charge is added to the wholesale cost of merchandise to 
               compensate the parent NAFA for the handling and 
               administrative costs involved.  An additional surcharge may 
               be applied when the satellite command requires a 
               contribution to the unit morale fund.  Exact percentages 
               must be formalized in the support agreement. 
  
      c.  Staffing for branch operations must be provided by the parent 
          NAFA.  Staffing for satellite operations must be provided by the 
          satellite command.  If a mixed situation exists, that situation 
          and a mutually agreed upon chain of responsibility must be 
          identified in the support agreement. 
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  3.  d.  Purchasing is normally be the responsibility of the parent 
          command; however, there may be cases where it is desirable or 
          necessary to delegate this authority to the satellite command. 
          Such exceptions and limits of authority must be included in the 
          support agreement. 
  
      e.  Cash receipts are to be deposited in the bank weekly and 
          otherwise when the on hand amount exceeds $200.  Ships away from 
          homeport shall deposit by mailing money orders or cashier checks 
          when the opportunity arises. 
  
      f.  Markdowns/Surveys/Returns.  The parent NAFA will accept the 
          return of slow selling, shopworn, or damaged merchandise where 
          negligence is not an issue.  In other cases, the issue must be 
          resolved by mutual agreement of the commanding officers. 
  
  4.  Accounting and Reporting. 
  
      a.  Branch activities must be treated as a separate profit center of 
          the parent NAFA.  Accounting and reporting are the responsibility 
          of the parent NAFA. 
  
      b.  Satellite activities shall maintain the following records: 
  
          (1)  Sales and Cash Recipt Record (CG-4529A).  See enclosure 
               (18) for detailed instructions regarding use of this form. 
  
          (2)  Cash disbursement record.  See enclosure (18) for 
               instructions. 
  
          (3)  Status Report of Satellite Exchange (CG-4622).  This is 
               a report of accountability which must be submitted to the 
               supplier NAFA not less than monthly.  This report serves as 
               backup documentation for the outstanding receivable on the 
               books of the supplier NAFA.  A sample report is provided in 
               Figure 30-3. 
  
          (4)  Record of Physical Inventory.  Take physical inventories 
               at least monthly and maintain the report as part of the NAFA 
               financial record.  Procedures are contained in enclosure 
               (47). 
  
          (5)  Bank statement file.  See enclosure (18) for 
               instructions. 
  
      c.  Reporting requirements for the parent NAFA are provided in 
          enclosure (19) to this manual. 
  
      d.  Profit distribution for morale programs must be in accordance 
          with unit/district procedures. 
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                          SATELLITE NAFA SUPPORT AGREEMENT 
  
  1.  (Parent command) will provide $_________ in operating capital for 
      (Satellite command) to operate a satellite NAFA as follows: 
  
      a.  Description. 
  
      b.  Location. 
  
  2.  The operating capital is provided as an interest free loan shown as 
      an account receivable of the parent NAFA.  Upon disestablishment of 
      the satellite, all NAFA assets will be returned to the parent 
      command. 
  
  3.  The satellite command agrees to: 
  
      a.  Assume responsibility for the operation of the NAFA and 
          compliance with the operating procedures established by 
          Comptroller Manual (COMDTINST M7010.5), Volume VII, Non- 
          Appropriated Fund Activities. 
  
      b.  Protect NAFA assets against loss or damage. 
  
      c.  Provide a NAFA officer and NAFA operator. 
  
      d.  Perform annual audits of the NAFA. 
  
      e.  Purchase all resale items through the parent NAFA or otherwise as 
          allowed by the agreement. 
  
      f.  Submit monthly accountability reports to the parent command. 
  
  4.  The parent command agrees to: 
  
      a.  Provide merchandise at wholesale plus a ____% handling charge 
          and ____% morale surcharge. 
  
      b.  On a quarterly basis, remit a check to the morale fund of the 
          satellite command equal to ____% of satellite sales. 
  
  5.  This agreement is effective ______________.  Termination may be 
      effected upon 60 days written notice by either command. 
  
      _________________________________  _____________________________. 
      Commanding Officer                Commanding Officer 
      (Satellite NAFA)                  (Parent NAF) 
  
      DATE____________________________  DATE__________________________ 
  
      Copy:  Responsible District Commander (f) 
             Commandant (G-FNM) 
  
 
 
 
 
 
 
 
 
                                Figure 30-1 
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                          BRANCH NAFA SUPPORT AGREEMENT 
  
  1.  (Parent Command) agrees to operate a branch NAFA as a tenant of 
      (host command).  Specific services to be provided are: 
  
      a.  Description: 
  
      b.  Location: 
  
      c.  Hours of operation: 
  
  2.  The parent command agrees to: 
  
      a.  Provide the necessary working capital, resale inventory, 
          equipment and staffing. 
  
      b.  Assume all business risks and responsibility for the operation in 
          accordance with COMDTINST 7010.5. 
  
      c.  Operate in consonance with the installation regulations of the 
          host command. 
  
      d.  On a quarterly basis, remit a check to the morale fund of the 
          host command equal to ________% of branch sales. 
  
  3.  The host command agrees to: 
  
      a.  Provide adequate space and security. 
  
      b.  Be responsible for structural maintenance of the facility. 
  
  4.  This agreement is effective _______________________.  Termination may 
      be effected upon 60 days written notice by either command. 
  
  
      ________________________________  ______________________________ 
      Commanding Officer                Commanding Officer 
      (Host Command)                    (Supplier Command) 
  
      DATE____________________________  DATE__________________________ 
  
      Copy:  Responsible District Commander (f) 
             Commandant (G-FNM) 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                Figure 30-2 
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                          GUNS AND AMMUNITION 
  
   A.  Control. 
  
       1. The Bureau of Alcohol, Tobacco and Firearms (formally a division 
          of the Internal Revenue Service) is responsible for enforcement 
          of the Gun Control Act of 1968 (Public Law 90-618, 22 October 
          1968).  The reason for requiring the completion of ATF Form 7, 
          Application for License and ATF Form 4473, respectively, is to 
          ensure that participating activities are qualified to comply with 
          Chapter 44, Title 18 USC and to document firearms transactions 
          for record purposes. 
  
      2.  Coast Guard NAF Activities are required to conform with the 
          licensing requirements of this act.  To that end, the following 
          information applies to all Coast Guard NAF Activities which deal 
          in firearms and ammunition: 
  
          a.  Section 932(a) requires that a license be obtained to engage 
              in business as a firearms or ammunition importer, 
              manufacturer or dealer.  EXHIBIT A, ATF ltr R:P:JOP dtd 7 
              October 1975 to DOD. 
  
          b.  Section 922(a) (2) prohibits the shipping or transporting in 
              interstate commerce of any firearms or ammunition to any 
              person other than another licensee. 
  
          c.  Section 922(b) (1) prohibits the sale or delivery of any 
              firearm or ammunition to any individual who the seller knows 
              or has reasonable cause to believe is less than eighteen 
              years of age, and, if the firearm is other than a shotgun or 
              rifle, or ammunition for a shotgun or rifle, to any 
              individual who the seller knows or has reasonable cause to  
              believe is less than twenty-one years of age. 
  
          d.  Section 922(b) (3) prohibits the sale of any firearm to any 
              person who the seller knows or has reasonable cause to 
              believe does not reside in the state where the seller's 
              business is located.  For the purposes of this Act, a 
              military man on active duty has resident status in the state 
              in which his permanent duty station is located (Section 
              921(b)). 
  
          e.  Section 922(b) (5) requires the retention of permanent 
              records of the acquisition and disposition of all firearms 
              and ammunition.  These records must be available for 
              inspection by authorized representatives of the Bureau of 
              Alcohol, Tobacco and Firearms. 
  
          f.  Section 922(k) makes it unlawful for any person to knowingly 
              transport, ship, or receive in interstate commerce any 
              firearms which have had the importer's or manufacturer's 
              serial number removed, obliterated, or altered. 
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          g.  Section 922(m) makes it unlawful for any person to knowingly 
              make any false entry in, or fail to properly maintain, any 
              record which is required to be kept pursuant to Section 923 
              (licensing provisions) of this Act or regulations promulgated 
              thereunder. 
  
  B.  Coast Guard Policy and Records. 
  
      1.  Firearms and ammunition will not be stocked in CONUS NAFAs.*  
          Coast Guard NAF Activities authorized by Commandant (G-FER) to 
          sell (by special order or from stock) firearms or ammunition must 
          obtain a license from the Department of the Treasury - Bureau of 
          Alcohol, Tobacco and Firearms.  NAF Activities will not be a 
          party to the mailing, shipping, or transporting of any firearm or 
          ammunition except between NAF Activities and licensed suppliers. 
  
      2.  To comply with Paragraph 2c above, NAF Activities will not sell 
          or deliver any hand gun or hand gun ammunition to any individual 
          under 21 years of age and will not sell or deliver any firearm or 
          ammunition to anyone under 18 years of age. 
  
      3.  To comply with Paragraph 2d above, NAF Activities must not sell 
          any firearms to any person who is not a resident of the state in 
          which the NAF Activity is located.  A military man on active duty 
          is considered to have two possible states of residence.  One is 
          the state in which his permanent duty station is located and the 
          other is his home state of record if other than where he is 
          permanently stationed. 
  
      4.  To comply with Paragraph 2e above, certain records, as indicated 
          below, must be maintained to record both the acquisition and 
          disposition of all firearms and all ammunition. 
  
          a.  Every firearm transaction, except transfer between NAF 
              Activities and returns to vendors, must be recorded on 
              Department of the Treasury Form ATF F4473 (5300.9) Part 1 
              (1-79) in accordance with the instructions on the reverse 
              thereof, prior to completion of the transaction.  NAF 
              Activities requiring these forms may obtain them from the 
              nearest Bureau of Alcohol, Tobacco and Firearms.  The NAF 
              Activity shall retain these forms in numerical order (by 
              transaction serial number) as part of the permanent records 
              of the NAF Activity for not less than TEN years and make them 
              available for inspection by authorized representatives of the 
              Bureau of Alcohol, Tobacco and Firearms.  The completed Forms 
              4473 may be surrendered to authorized representatives without 
              regard for the ten-year retention requirement provided a 
              receipt is obtained. 
  
  * Special orders may be placed upon approval by Commandant (G-FER). 
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          b.  In addition to the record on Form 4473, every acquisition and 
              disposition of a firearm, including transfers between NAF 
              Activities, returns to vendors, and surveys, by a NAF 
              Activity must be recorded and such records must be retained 
              for TEN years and made available for inspection by authorized 
              representatives of the Bureau of Alcohol, Tobacco and 
              Firearms.  EXHIBIT A refers to the applicable conference. 
              EXHIBIT B, titled "Firearms Acquisition and Disposition  
              Record," is a recommended sample of a record designed to meet 
              the requirements of this paragraph.  This sample record form 
              (B) may be reproduced locally as required. 
  
          c.  A record of all ammunition received must be maintained for a 
              period of not less than TWO years.  Such records may consist 
              of invoices or other commercial records which shall be filed 
              in an orderly manner separate from routine purchase/invoice 
              records and be readily available for inspection.  Such 
              records shall show the name of the manufacturer and the 
              vendor, the type, caliber or gauge, quantity of the 
              ammunition acquired in the transaction, and the date of 
              acquisition. 
  
          d.  The sale or other disposition of ammunition shall be recorded 
              at the time such transaction is made and such records shall 
              be maintained for a period of not less than TWO years, 
              readily available for inspection by the Bureau of Alcohol, 
              Tobacco and Firearms.  EXHIBIT C, titled "Ammunition 
              disposition Record," is a recommended sample of a record 
              designed to meet the requirements of this paragraph.  This 
              sample may be reproduced locally as required. 
  
      5.  ATF Publication No. 5300.5. (6-76), Published Ordnances Firearms. 
          covering state laws and local ordnances relevant to Title 18 USC 
          Chapter 44 is available from the Superintendent of Documents, 
          U.S. Government Printing Office, Washington, D.C. 20402.  All NAF 
          Activities selling firearms or ammunition will obtain this 
          publication and utilize it as an aid in complying with Chapter 44 
          of Title 18 USC.  As this publication will not remain current for 
          any extended period, it is considered essential that each NAF 
          Activity selling firearms and ammunition establish and maintain 
          a current point of contact with local law enforcement agencies 
          to ensure compliance with state laws and local ordnances.  An 
          "Application for License" ATF Form 7 (5310.12) (4-78) is needed 
          to obtain a license. 
  
      6.  All NAF Activities are required to conform with 5 USC 552a (e) 
          (3), Privacy Act Statement.  EXHIBIT D, titled "Privacy Act 
          Information." states the requirements for this information.  
          EXHIBIT E is a recommended sample of a record designed to meet 
          these requirements.  This sample shall be reproduced locally as 
          required, and a copy furnished to each individual prior to his 
          completion of ATF Form 4473. 
 
 
 
 
 
 
 
 
 
                                     3 



  Encl. (31) to COMDTINST M7010.                                  EXHIBIT A 
  
                                                                    R:P:JOP 
  
  Vice Admiral John G. Finneran, USN 
  Deputy Assistant Secretary (Military 
    Personnel Policy) 
  U.S. Department of Defense 
  Washington, DC 20301 
  
  Dear Admiral Finneran: 
  
  On September 16, 1975, Mr. Stephen Davis, Lt. Col. Joseph Caprara and Mr. 
  James Pasco of our respective staffs met to discuss the applicability of 
  the licensing provisions of the Gun Control Act of 1968 to the Department 
  of Defense morale, welfare and recreational activities supported by non- 
  appropriated funds. 
  
  As Mr. Pasco indicated at that meeting, the Bureau has taken the position 
  that such activities and exchanges do not fall within the purview of the 
  exemption from licensing requirements of Chapter 44, Title 18, U.S.C. 
  Section 925(a) (1) exempts the transportation, receipt, or shipment of 
  firearms or ammunition to the Federal Government or any department or 
  agency thereof but does not extend this exemption to the licensing 
  requirements pertinent to retail activities. 
  
  While this revision of ATF's position may pose some initial 
  administrative difficulties, I am sure that you appreciate the need for 
  compliance with laws and regulations in the important and sensitive area 
  of retail firearms sales.  Strict compliance with existing laws will 
  minimize the possibility of persons attempting to obtain firearms for 
  unlawful use or under unlawful circumstances through a governmental 
  entity. 
  
  We certainly appreciate the spirit of cooperation and understanding with 
  which Mr. Davis and Col. Caprara met this change in ATF's position. 
  
  I have instructed the appropriate members of my staff to provide any 
  assistance or advice which may be required in connection with the 
  licensing of exchanges and rod and gun activities in the United States. 
  
                                            Sincerely yours, 
  
                                            (signed) Rex D. Davis 
  
  
                                            Rex D. Davis 
                                            Director 
  
  JOPasco:  bjh  October 3, 1975 
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  Encl. (31) to COMDTINST M7010. 
  EXHIBIT D 
  
                          PRIVACY ACT INFORMATION 
  
  The following information is provided pursuant to Section 3 of the 
  Privacy Act of 1974 (5 U.S.C.  552a(e)(3)): 
  
      1.  AUTHORITY.  Solicitation of this information is authorized 
          pursuant to 18 U.S.C.  923 (a) of the Gun Control Act of 1968.  
          Disclosure of this information is mandatory, if the applicant 
          wishes to obtain a Federal firearms license. 
  
      2.  PURPOSE.  To determine the eligibility of the applicant to 
          obtain a firearms license, to determine the ownership of the 
          business, the type of firearms or ammunition to be dealt in, the 
          type of business premises, the business hours, the business 
          history and the identity of the responsible persons in the 
          business. 
  
      3.  ROUTINE USES.  The information will be used by ATF to make 
          determinations set forth in paragraph 2.  In addition, 
          information may be dislosed to other Federal, State, foreign and 
          local law enforcement and regulatory agency personnel to verify 
          information on the application and to aid in the performance of 
          their duties with respect to the enforcement and regulation of 
          firearms and/or ammunition where such disclosure is not  
          prohibited by law.  The information may further be disclosed to 
          the Justice Department if it appears that the furnishing of false 
          information may constitute a violation of Federal law.  Finally, 
          the information may be disclosed to members of the public in 
          order to verify the information on the application when such 
          disclosure is not prohibited by law. 
  
      4.  EFFECTS OF NOT SUPPLYING INFORMATION REQUESTED.  Failure 
          to supply complete information will delay processing and may 
          result in denial of the application. 
  
  The following information is provided pursuant to Section 7(b) of the 
  Privacy Act of 1974: 
  
  Disclosure of the individual's social security number is voluntary.  
  Under 18 U.S.C.  923(a), ATF has the authority to solicit this 
  information.  The number may be used to verify the individual's identity. 
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  Encl. (31) to COMDTINST M7010.                                  EXHIBIT E 
  
                          PRIVACY ACT STATEMENT 
  
  ATF Form 4473 
  
  In accordance with 5 USC 552a (e)(3), the following information is 
  provided to you when supplying personal information. 
  
      1.  AUTHORITY which authorized the solicitation of the 
          information:  18 USC Chapter 44 and Title VII of Public Law 
          90-351 and 18 USC Appendix 1201 - 1203 as amended. 
  
      2.  PRINCIPAL PURPOSE(S) for which information is intended to be 
          used:  Information is maintained at the direction of the 
          Department of the Treasury, Bureau of Alcohol, Tobacco and 
          Firearms, in order to keep an accounting of the sale of firearms. 
  
      3.  ROUTINE USES which may be made of the information: 
          Information maintained for inspection of authorized 
          representatives of the Bureau of Alcohol, Tobacco and Firearms, 
          and may be surrendered to authorized representatives of the 
          bureau at their request. 
  
      4.  Whether or not DISCLOSURE of such information is mandatory or 
          voluntary (required by law or optional) and the effects on the 
          individual, if any, of not providing all or any part of the 
          requested information:  Firearms may not be sold unless the 
          requested information is provided. 
  
          COPY TO:  BATF, Office of Disclosures 
                    Room 2232 
                    12th & Pennsylvania Avenue N.W. 
                    Washington, D.C. 20226 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
                                  RETAIL OPERATING PROCEDURES 
  
  1.  Purpose.  This enclosure provides sample operating procedures 
      which reflect the minimum acceptable control requirements for Non- 
      Appropriated Fund Activities (NAFA). 
  
  2.  Requirement.  Each command must publish and implement control 
      procedures for unit NAFA operations.  The procedures must be tailored 
      to fit the unit, its command and control structure, and any unique 
      characteristic of the NAFA. 
  
  3.  List of Sample Procedures: 
  
      a.  NAFA Organization 
      b.  Authorized NAFA Civilian Positions 
      c.  Hours of Retail Operations 
      d.  Banking and Bank Deposits 
      e.  Capitalization of Branches and Satellites 
      f.  Merchandise Transfers to Branches and Satellites 
      g.  NAFA Payrolls for Hourly Pay Plan Employees 
      h.  Cash Register Operation 
      i.  Change Funds and Cash Reconciliation 
      j.  Petty Cash Funds 
      k.  Check Cashing 
      l.  Disbursements 
      m.  NAFA Procurements 
      n.  Refund Policy 
      o.  Exchange Sales Receipts 
      p.  High Value Inventory Control 
      q.  Employee Purchases 
      r.  Vendor Coupon Redemption 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Authorized NAFA Civilian Positions 
  
  1.  The following NAFA positions are authorized: 
  
       BRANCH              POSITION                      AVG WEEKLY HOURS        
  
       a.  Z Branch                Supervisor                    40 
                                   Cashier                       35 
                                   Sales Clerk                   20 
                                   Sales Clerk                   20 
           Annex R                 Sales Clerk                   20 
                                                      TOTAL     135 
  
       b.  Y Branch                Supervisor                    40 
                                   Cashier                       35 
                                   Sales Clerk                   20 
                                   Laborer/Driver     TOTAL      35 
                                                                130 
  
       c.  NAFA Office             Acct Tech                     40 
                                   Admin Clerk                   25 
                                                      TOTAL      65 
  
       d.  X Branch                Supervisor                    40 
                                   Sales Clerk                   20 
                                                      TOTAL      60 
  
  
  
                                                    ______________________ 
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Hours of Operation for Retail Operations 
  
  
  1.  Branches will be open for business during these hours: 
  
      a.  Z Branch                      Annex R 
  
          SUN     Closed                Closed 
          MON     1000-1600             Closed 
          TUE     1000-1600             1000-1500 
          WED     1000-1600             Closed 
          THU     1000-1600             1000-1500 
          FRI     1000-1600             1000-1500 
          SAT     0900-1400             0900-1400 
  
          TOTAL   35 hours              20 hours 
  
      b.  Y Branch 
  
          SUN     Closed 
          MON     0930-1600 
          TUE     0930-1600 
          WED     0930-1600 
          THU     0930-1600 
          FRI     0930-1600 
          SAT     Closed* 
  
          TOTAL   32.5 hours 
  
  *Open one Saturday per month from 1000-1400 on Coast Guard Reserve Drill 
   weekends. 
  
      c.  X Branch 
  
          SUN     Closed 
          MON     1000-1600 
          TUE     1000-1600 
          WED     1000-1600 
          THU     1000-1600 
          FRI     1000-1600 
          SAT     Closed 
  
          TOTAL   30 hours 
  
   
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Banking and Bank Deposits 
  
  Ref:  Encl. (22) to NAFA Manual 
  
  1.  The following branches are authorized to maintain bank accounts: 
  
      a.  X Branch 
  
      b.  Y Branch 
  
      c.  Z Branch 
  
  2.  Branches are limited to deposits of daily sales revenues into local 
      banks or otherwise as permitted by the branch agreement.  These funds 
      must be transferred daily into the NAFA account at the First National 
      Bank of Chicago.  Copies of deposit tickets must be sent to the NAFA 
      office along with the cash register daily reconciliation forms and 
      cash register detail tapes. 
  
  3.  All disbursements must be made from the NAFA Account at the First 
      National Bank of Chicago. 
  
  
  
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Capitalization of Branches and Satellites 
  
  Ref:  Encl. (30) to NAFA Manual 
  
  1.  Maximum inventory levels for the NAFA branches and satellites are: 
  
      a.  Z Branch                 $ 40,000 
      b.  Annex R                    10,000 
      c.  Satellite O                 1,000 
      d.  Y Branch                   50,000 
      e.  X Branch                   20,000 
                     TOTAL         $121,000 
  
  2.  Inventories are valued at cost for branches and at retail for 
      satellite operations.  Satellites will normally make all purchases 
      through the closest NAFA branch.  Exceptions to this policy must be 
      delineated in the Satellite Support Agreement. 
  
  3.  Satellite operations must make monthly reports (CG-4622) to the NAFA 
      office. 
  
  
  
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Merchandise Transfers to Branches and Satellites 
  
  Ref:  Encl. (30) to NAFA Manual 
  
  1.  Merchandise transfers between branches and satellites must be: 
  
      a.  Branches to Satellites.  Satellites must purchase merchandise 
          in accordance with the satellite agreement and pay for the 
          merchandise upon receipt.  When merchandise is returned to the 
          branch, the merchandise may be exchanged for other merchandise or 
          a Credit Memo (CG-5301) issued for later redemption by the 
          satellite. 
  
      b.  Branch to Branch or Annex.  Merchandise transfers between 
          branches must be done at cost and documented on a Merchandise 
          Transfer Form (CG-5303).  Complete and distribute the four-part 
          form as follows: 
  
          (1)  Copy 1--white--NAFA office 
  
          (2)  Copy 2--yellow--receiving branch 
  
          (3)  Copy 3--pink--transferring branch 
  
          (4)  Copy 4--green--requisitioner copy 
  
  2.  Upon receipt of a properly completed Merchandise Transfer Form, the 
      accounting office will make the necessary accounting entries. 
  
  
  
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  NAFA Payrolls for Hourly Pay Plan Employees 
  
  Ref:  Encl. (53) to NAFA Manual 
  
  1.  The NAFA officer has the authority to approve payroll checks subject 
      to: 
  
      a.  The grade of the position must be determined by the personnel 
          classification on the approved position description.  Example: 
          Sales Clerk PS-2. 
  
      b.  An employee will be automatically advanced to the next higher 
          step of the grade at the beginning of the first applicable pay 
          period following completion of the required waiting period 
          provided: 
  
          (1)  Employee performance is satisfactory. 
  
          (2)  Employee has not received an equivalent increase during the 
               waiting period. 

 
   
      d.  The hourly rate paid to the employee must be determined by 
          entering the latest approved wage schedule provided by 
          Headquarters at the grade and longevity step to which an employee 
          is entitled. 
  
  2.  Branch supervisors must prepare the Payroll Change Slip (SF-1126) for 
      each employee when employment begins and thereafter when promotions 
      or within grade increases are effective.  The Payroll Change Slip 
      must be initialed by the branch supervisor and be forwarded to the 
      NAFA officer for approval. 
  
  3.  When approved, distribution will be: 
      a.  Copy 1  Employee Copy 
      b.  Copy 2  Payroll Copy 
      c.  Copy 3  Branch Copy 
      d.  Copy 4  Personnel Record Copy 
  
  
  
                                                    _______________________  
                                                    Commanding Officer 
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  Encl.  (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Cash Register Operation 
  
  Ref:  Encl.  (22) to NAFA Manual 
  
  1.  Use cash registers to record all NAFA sales transactions. 
  
  2.  Record sales immediately; place monies in the register; issue 
      receipts to the customer and firmly close the cash drawer after each 
      transaction. 
  
  3.  Keep zero (no sale) rings to a minimum.  When such rings are made, 
      the customer's receipt tape must be initialed by the register 
      operator and retained for submission with the daily cash receipts. 
  
  4.  Refunds may be made after approval of the NAFA Refund Voucher 
      (CG-5307) by the branch supervisor.  Bottle and can refunds may be 
      made by the cashier for the amount of the returns. 
  
  5.  Cash registers must be read by the activity supervisor or a designee 
      at the end of each shift with the "read key."  This special key (X) 
      must be held by the branch supervisor.  Under no circumstances will a 
      register operator have custody of this key. 
  
  6.  Cash registers may be reset monthly by the NAFA officer or a 
      designee.  This special key (Z) must be kept in a safe by the NAFA 
      officer.  For electronic registers, the program key (P) must be kept 
      in a safe by the Commanding Officer. 
  
  7.  Register internal detail tapes must be removed from the registers 
      by the branch supervisor at the end of the day.  The tape will be 
      examined for unusual transactions and forwarded to the NAFA office 
      along with the cash register Daily Reconciliation forms (CG-5298) and 
      a copy of the daily bank deposit slips. 
  
  
                                                    _______________________ 
                                                    Commanding Officer  
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  Encl.  (32). to COMDTINST M7010.5, CH-17 
  
  Subj:  Change Funds and Cash Reconciliation 
  
  Ref:  Encl. (22) to NAFA Manual 
  
  1.  Change funds are established to provide each cashier with sufficient 
      currency and coin to make change during the day. 
  
  2.  Change funds must be issued daily by the branch supervisor to each 
      cashier assigned to operate a cash register. 
  
  3.  Cashiers are accountable for the change funds and the amount of cash 
      sales during their shift. 
  
  4.  At the end of the shift, cash registers must be read and the grand 
      total recorded by the branch supervisor or a designee.  Sales for the 
      shift must be computed by taking the difference between this grand 
      total and the grand total from the previous shift. 
  
  5.  When a cashier is relieved for meals or other breaks, read the 
      register, lock the cash drawer in a safe and issue the relief cashier 
      a separate change fund.  Read the register again and return the 
      original register drawer when the cashier returns to the register. 
  
  6.  At the end of shift, the contents of the cash drawer must be jointly 
      verified by the cashier and the branch supervisor or a designee. 
  
  7.  At the end of the day, prepare a cash register Daily Reconciliation 
      form (CG-5298) for each cash register in operation; have it signed by 
      the operator and branch supervisor and forward to the NAFA accounting 
      office with the register detail tapes.  Remote branches must retain a 
      copy of the reconciliation for their own records. 
  
  8.  Branch supervisors are authorized to hold, and are accountable for, 
      the following change funds: 
  
      a.  X Branch           $  400.00 
      b.  Y Branch              400.00 
      c.  Z Branch            200.00 
               TOTAL          $1,000.00 
  
  9.  Establish change funds by drawing a check in the authorized amount 
      made payable to the branch supervisor. 
  
  
  
                                                    _______________________    
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Petty Cash Funds 
  
  Ref:   Encl. (22) to NAFA Manual 
  1.  Petty cash funds are authorized for paying for minor expense items 
      such as C.O.D. charges, freight or express charges, phone calls, 
      postage, etc.  Do not use petty cash funds for purchases of 
      merchandise intended for resale. 
  
  2.  Branch supervisors are authorized to hold, and are responsible for, 
      the following petty cash funds (either cash or expense receipts): 
  
      a.  X Branch          $  50.00 
      b.  Y Branch             50.00 
      c.  Z Branch             50.00 
           TOTAL            $ 150.00 
  
  3.  Establish the petty cash fund by drawing a check in the authorized 
      amount made payable to the branch supervisor.  All expenditures must 
      be approved in advance by the branch supervisor. 
  
  4.  Each expenditure from petty cash must be supported by a receipted 
      delivery ticket, invoice or other evidence of expenditure.  In cases 
      where a receipt is not obtainable and where the expense is less than 
      $10, a simple  certified list or memorandum describing the items will 
      suffice. 
  
  5.  Reimbursement of the petty cash fund is done by forwarding a voucher 
      with the receipts attached to the NAFA office.  The NAFA officer must 
      review the expenditures and issue a check to the branch supervisor in 
      the amount of the unreimbursed vouchers. 
  
  
  
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Check Cashing 
  
  Ref:   Encl. (23) to NAFA Manual 
  1.  All check cashing must conform to the mandatory procedure in Encl. 
      (23). 
  
  2.  Subject to fund availability, checks may be cashed for authorized 
      patrons in the amount of purchase plus $100 per day. 
  
  3.  Positive identification (ID) is required before checks are approved 
      or cashed.  The following information must be on the check (either 
      preprinted on front or written on back): 
  
      a.  Branch of Service. 
      b.  Social Security Number. 
      c.  Name of Sponsor (if a dependent). 
      d.  Current home address. 
      e.  Current telephone number. 
      f.  Name and address of command. 
  
  4.  All checks must be restrictively endorsed prior to cashing. 
  
  5.  Checks dishonored by the bank are subject to an administrative charge 
      of $15 unless: 
  
      a.  The bank acknowledges the return to be the result of bank error. 
      b.  The return is a result of a NAFA error. 
  
  6.  When a check is returned by the bank, immediately contact the 
      individual concerned to obtain restitution and accept no further 
      checks until full restitution is made. 
  
  7.  In the event restitution is not made by active duty personnel, send a 
      Dishonored Check Notification (CG-5287) to the individual via the 
      unit commanding officer. 
  
  8.  When an individual fails to make restitution or when several checks 
      drawn by the same person are returned within a short period of time, 
      notify all local Coast Guard and DOD NAF Activities, all local 
      commissaries and Commandant (G-FRS) by Rapidraft letters.  Place the 
      individual on the Coast Guard and DOD servicewide bad check listing. 
  
  9.  As a last resort, these uncollectible debts will be turned over to a 
      collection agency. 
  
  
  
                                                    _______________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Disbursements 
  
  Ref:   Encl. (22) to NAFA Manual 
  1.  Coast Guard policy requires that all cash disbursements (other than petty 
      cash or refunds) be made by check from the NAFA checking account.  All 
      disbursements must be made from the NAFA main account. 
  
  2.  The NAFA officer is authorized to make disbursements in payment of 
      authorized expense and merchandise items after review and certification by 
      the branch supervisor or other responsible officials within the NAFA 
      organization. 
  
  3.  Each payable item must be fully self-supporting and certified for accuracy 
      before payments are authorized.  Some examples are: 
  
      a.  Payroll time sheets must be completed, signed by the employees and 
          certified by the branch supervisor or responsible official. 
  
      b.  Vendor invoices must be attached to the purchase order, the receiving 
          report and certified by the responsible branch or NAFA official with 
          delegated procurement authority. 
  
      c.  Petty cash receipts must be attached to the reimbursement voucher and 
          certified by the official accountable for the petty cash fund. 
  
  4.  The NAFA accountant must examine the payable for completeness and propriety 
      prior to scheduling the payment and preparation of checks. 
  
  5.  Checks must be written using a check protector and the complete file 
      forwarded to the NAFA officer for review and signature. 
  
  6.  Checks in excess of $1,000 for other than retail merchandise requires the 
      additional signature of the Commanding Officer or if absent, the executive 
      officer. 
  
  
  
                                                    __________________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  Subj:  NAFA Procurements 
  
  Ref:   Encl. (28) to NAFA Manual 
  
  1.  Make all procurements in accordance with the mandatory procurement 
      procedures in Encl. (28) to the NAFA Manual. 
  
  2.  Procurement authority is hereby delegated to the NAFA officer subject to 
      the restrictions and procedural requirements in Encl. (28) to the NAFA 
      Manual and the following limitations: 
  
      a.  Merchandise for resale...budgeted inventory levels. 
  
      b.  Other purchases...$1,000 without prior command approval. 
  
  3.  Restrict procurement of items for resale to the list of authorized items 
      in Encl. (41) to the NAFA Manual. 
  
  4.  Authority for procurements of items for resale (merchandise) may be 
      redelegated to branch supervisors for approved items subject to the ceiling 
      imposed by the department open-to-buy.  This delegation and its limits must 
      be made by an individual letter of designation from the NAFA officer. 
  
  5.  Authority for procurement of expense items may be redelegated in writing to 
      branch supervisors in the maximum amount of $100. 
  
  6.  Branch supervisors must not redelegate this authority to subordinate 
      employees.  Employees may be authorized to place calls against blanket 
      purchase agreements. 
  
  
  
                                                    ___________________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-21 
  29 MAY 1987 
  Subj:  Refund Policy 
  
  Ref:   Encl. (22) to NAFA Manual 
| 1.  It is Coast Guard policy to have a liberal refund policy on the 
|     merchandise sold by NAFA. 
  
| 2.  Refunds may be authorized with proof of purchase, or with the Exchange 
|     Officer's approval when: 
  
      a.  The customer returns the merchandise unused or unopened (new 
          condition). 
  
      b.  The merchandise was defective at time of purchase. 
  
| 3.  Refunds are not authorized, unless approved by the Exchange Officer, when: 
  
      a.  The merchandise is damaged or worn. 
  
      b.  The item was used and then became defective (manufacturers warranty 
          applies). 
  
      c.  The customer fails to produce proof of purchase. 
  
      d.  For merchandise sold on clearance sale. 
  
  4.  Refunds are effected by completing the Refund Voucher (CG-5307), by the 
      sales clerk assisting the customer and approval by the branch supervisor. 
      Staple merchandise sales slips to the refund voucher. 
  
  5.  When completed and approved, present the refund voucher to the cashier for 
      refund. 
  
  6.  Retain the CG-5307 in the cash drawer to support the cash disbursement and 
      forward to the NAFA office with the cash register daily Reconciliation 
      form, at the end of the day. 
  
  
  
                                                    ______________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5 
  29 MAY 1987 
  
  Subj:  Exchange Sales Receipts 
  
  Ref:   Encl. (17) to NAFA Manual 
  
  1.  All NAFAs must use a cash register to record sales and provide the 
      customer with a sales receipt. 
  
  2.  When an individual item selling price is in excess of $100 or at other 
      times when a customer signature or a personal record of the sale is 
      required, use an Exchange Sales Receipt (CG-4984) in addition to the 
      normal cash register tape. 
  
  3.  Use a copy of this two-part pre-numbered form to adjust the high value 
      perpetual item inventory record and forward to the NAFA Office for filing 
      with the Cash Register Daily Reconciliation Form, deposit tickets, refund 
      vouchers and register detail tapes. 
  
  
  
                                                    _________________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  High Value Inventory Control 
  
  Ref:   Encl. (40) to NAFA Manual 
  1.  High value inventory is an item for resale with a price in excess of $100 
      and any other sensitive item requiring high security and control. 
      Example:  jewelry, watches, stereos, knives, cameras, etc. 
  
  2.  The NAFA officer must designate those items under $100 in value that will 
      be subject to this procedure. 
  
  3.  Maintain a stock record card for each high value or sensitive item stocked. 
      Each branch manager or satellite operator is responsible for maintaining 
      the perpetual record and conducting weekly verification inventories. 
  
  4.  Maintain the stock record system as follows: 
  
      a.  Stamp Purchase Orders (receiving copy) "Sensitive" when the 
          order is placed. 
  
      b.  Upon receipt of the merchandise, verify the count and enter the number 
          received on the item stock record card. 
      c.  For transfers between branches, prepare a Merchandise Transfer form 
          (CG-5303), stamp "Sensitive", and use to support adjusting entries on 
          the item stock record cards. 
  
      d.  For sales (satellites or patrons), prepare an Exchange Sales Receipt 
          (CG-4984).  Give one part to the purchaser and use the second part to 
          adjust the stock record card prior to forwarding to the NAFA office 
          with the daily cash register reconciliation form and supporting 
          documentation. 
  
  5.  The NAFA officer will make random spot verification checks of high value 
      inventories during inspection visits. 
  
  
  
                                                    __________________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Employee Purchases 
  
  Ref:   Encl. (40) to NAFA Manual 
  
  1.  The following rules govern employee purchases: 
  
      a.  Employees are entitled to NAFA privileges except for purchase of: 
  
          (1)  Uniform articles. 
  
          (2)  State tax free tobacco products. 
  
          (3)  State tax free beer and soft drinks. 
  
          (4)  Package store items. 
  
      b.  Employees must not ring up or compute their own purchases. 
  
      c.  Cash register receipts must be affixed to the package and the package 
          sealed or stapled closed. 
  
      d.  Packages must be taken directly to a designated storage area where it 
          must remain until the end of the employee's shift. 
  
      e.  No employee can buy markdown merchandise until the markdown has been 
          offered for sale to exchange patrons for at least one full day. 
  
      f.  Employees must not be given special employee discounts or any other 
          favored treatment not available to all exchange patrons. 
  
  2.  Branch supervisors must conduct random inspections of parcels, packages or 
      other objects carried into or out of the activity by employees. 
  
  
  
                                                    _________________________ 
                                                    Commanding Officer 
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  Encl. (32) to COMDTINST M7010.5, CH-17 
  
  Subj:  Vendor Coupon Redemption 
  
  Ref:   Encl. (49) to NAFA Manual 
  1.  Branch supervisors are authorized to accept vendor coupons subject to: 
  
      a.  Coupons must be current (not expired) and redeemed by patrons for 
          merchandise actually purchased. 
  
      b.  Ring full purchase prices on the register with vendor coupons counted 
          as part of the cash collection (but noted separately on the Cash 
          Register Daily Reconciliation form (CG-5298)). 
  
      c.  Coupons are recorded as credit (account receivables) sales. 
  
      d.  Send coupons to the NAFA office daily with the register detail tapes. 
  
  2.  The NAFA office must collect all coupons and at least monthly send coupons 
      to a coupon clearinghouse for reimbursement. 
  
  
  
                                                    _________________________ 
                                                    Commanding Officer 
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  Encl. (33) to COMDTINST M7010.5, CH-16 
  
                          COAST GUARD NAFA FOOD OPERATIONS 
  
  A.  Purpose.  This enclosure contains policy and guidelines for Coast 
      Guard Club food operations and other NAF food service activities such 
      as, snack bars, cafeterias, refreshment stands and fast food 
      operations. 
  
  B.  Policy.  Many of the procedures outlined in enclosure (35) (Coast 
      Guard Clubs/Bar Operations) are applicable to NAFA food operations. 
      The following procedures and controls are required for all NAFA food 
      service activities. 
  
      1.  Purchase food and supply items on a competitive basis. 
  
      2.  Verify deliveries at the time of receipt with the purchase order 
          document. 
  
      3.  Restrict access to food storage facilities. 
  
      4.  Comply with Coast Guard sanitation standards. 
  
      5.  Control inventory levels to ensure the efficient use of NAFA 
          working capital. 
  
  C.  Purchasing.  The open market method is recommended for activities 
      that do not procure from a commissary or NAF grocery facility.  
      Obtain at least three price quotations from vendors for food and 
      supply purchases.  Orders may be placed over the phone against 
      blanket purchase orders. 
  
      1.  Order quantities must be consistent with consumption data.  Use 
          sales data from inventory and scaller sheets to determine order 
          quantities. 
  
      2.  Incorporate standard purchase specifications for all items.  The 
          NAMP Manual or the U.S. Department of Agriculture (USDA) provide 
          assistance for meal specifications. 
  
      3.  Avoid the temptation to overbuy when a "good deal" is offered. 
          Hidden costs are normally incurred with "good deals" i.e., cost 
          of inventory investment, spoilage, waste and pilferage. 
  
      4.  Consolidate purchases for all food service activities. 
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  D.  Receiving Procedure.  Verify items delivered against the quality, 
      size, quantity and price specified on the purchase order. 
  
      1.  Assign responsibility for receiving deliveries to one individual. 
          Managers will make random spot checks. 
  
      2.  Schedule all deliveries for one location near the storage 
          facilities. 
  
      3.  Specify delivery days, time and place that will not interfere 
          with business hours. 
  
      4.  Keep a copy of all written specifications at the delivery area. 
  
      5.  Inspect perishable items.  Notify vendors a minimum of 10% of 
          each item delivered will be inspected. 
  
      6.  Date all perishable items when received. 
  
      7.  Record the unit price and date on items being stored or 
          refrigerated. 
  
      8.  Review all pending purchase orders at time of delivery. 
  
      9.  Enter all deliveries on a receiving log showing date, number of 
          cases or cartons, vendor, carrier agent and delivery document 
          number. 
  
  E.  Storage and Security.  Maintain food storage facilities in a 
      clean and sanitary condition.  When arranging the food storeroom: 
  
      1.  Store fast moving items close to the entrance. 
  
      2.  Store each type of food item in a designated area.  Although this 
          requires more space, the organized storage of food improves 
          efficiency, saves time, facilitates ordering and taking physical 
          inventories with pre-listed inventory sheets. 
  
      3.  Install a thermometer to indicate high temperature. 
  
      4.  Do not expose foods packed in glass containers to direct 
          sunlight. 
  
      5.  Prohibit storage of employee personal belongings in the 
          storeroom. 
  
      6.  Limit and control the number of employees allowed in the 
          storeroom. 
  
  F.  Operating Controls and Procedures:  Each type of food operation 
      provides service designed to meet the needs of the local command.  To 
      efficiently provide the level of service desired, use the following 
      basic controls: 
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  F.  1.  Menu Planning.  A basic menu needs variety and must be 
          economical to satisfy customer needs.  Patron surveys, advisory 
          council meetings, employee feedback, unit sales data and the 
          types of successful commercial establishments in the area provide 
          information for creating a menu.  The number of menu selections 
          and types of food served are generally controlled by the sales 
          volume of the food operation and patron tastes. 
  
      2.  Menu Pricing Guidelines.  Prices on menu items should produce 
          a 55% gross profit and 45% cost of goods in food operations.  
          This margin should cover operating expenses for a break-even 
          operation.  A variable pricing schedule results in favorable 
          prices compared with commercial establishments. 
  
      3.  Menu Evaluation.  Periodically revise the menu to provide 
          acceptable service on a continual basis.  Scatter sheets are used 
          to determine the popularity and adequary of the menu selection 
          and to provide consumption information for planning purchases.  
          Figure 33-1 provides a sample scatter sheet that also illustrates 
          a variable pricing schedule based on cost.  Scatter sheet 
          procedures are: 
  
          a.  List all menu items starting with the lowest cost percentage 
              category. 
  
          b.  Group cost categories in 5% increments.  Round menu items to 
              the nearest cost category rather than creating additional 
              categories. 
  
          c.  Review item popularity at least quarterly.  Use hash marks to 
              enter the number of times each item is sold (from the sales 
              checks).  Recap each day and then consolidate for the two- 
              week period.  Adjust menus by deleting poor selling items and 
              add new items if demand exists. 
  
          d.  The recap on the bottom of the sheet reflects the cost 
              percent to sales and gross profit dollars for each cost 
              category.  These results indicate the strengths and 
              weaknesses of menu selections.  Corrective action may include 
              deleting menu items, adjusting selling price or using 
              promotional efforts for increasing service and patron use. 
              Figure 33-2 shows a completed scatter sheet for review 
              purposes. 
  
      4.  Portion Control.  Standard portions of food servings create a 
          unit of sale that brings the same amount of money into the 
          register each time the item is sold.  Standard portions for each 
          menu item are determined at the unit NAFA level.  The following 
          ways and devices are used for portion control: 
  
          a.  Pre-portioned food servings available from vendors. 
  
          b.  Automatic measuring devices for dispensing pre- and post- 
              mixed items such as sodas, soup and soft ice cream. 
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  F.  4.  c.  Specific container sizes for servings, i.e., cups, bowls, 
              etc. 
  
          d.  Tools used for portion control include spoons, ladles, 
              scoops, scales to weigh portions, templates with metal gride 
              for pies, cakes and molds. 
  
          e.  Self-contained portions, i.e., cans of soda, bag of nuts, 
              eggs, tea bags, etc. 
  
      5.  Maintain Cost Control Cards for Each Menu Item.  The cost 
          control cards include all ingredients that make up the menu item. 
          A sample cost control card is provided in Figure 33-3. 
  
      6.  Use Sales Checks to Record all Individual Food Orders.  Sales 
          check data is used to: 
  
          a.  Complete scatter sheets for menu evaluation. 
  
          b.  Control inventory levels and cash register receipts. 
  
          c.  Provide a fiscal check and balance. 
  
  G.  Inventory Control.  Inventory control procedures are mandatory 
      for NAFA food operations.  The retail accountability method applies 
      to fast food and snack bar operations where all menu items can be 
      readily identified as an accountable unit.  A cost control method 
      applies to dining facilities. 
  
      1.  Retail Accountability Method for Fast Food and Snack Bar 
          Operations.  Inventory all items daily at retail value. 
  
          a.  The first step in controlling inventory is to plan a menu 
              with unique accountable units of sale for each item.  Figure 
              33-4 is a sample list of food items and the accountable unit. 
  
          b.  Beverages sold from automated dispensers are controlled by 
              the cup size or containers. 
  
          c.  Do not include buns or rolls, condiment packages, crackers, 
              bread and other items that are not an accountable unit since 
              the cost of these items are included in the sell price of 
              accountable items.  Check cost control cards for accuracy. 
  
          d.  See the sample inventory form in Figure 33-5. 
  
              (1)  List all accountable items on the form. 
  
              (2)  Enter the counts in the ending inventory column at the 
                   end of the day.  The beginning inventory is the ending 
                   inventory from the previous day. 
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  G.  1.  d.  (3)  Enter cost and sell prices from the food cost control cards. 
  
              (4)  Enter issues or receipts and complete arithmetic 
                   calculations. 
  
              (5)  Complete the daily financial summary on the back of the form. 
  
              (6)  Evaluate results.  Investigate variances in gross profit. 
      2.  Cost Control Method.  Physical inventory procedures are 
          contained in enclosure (47).  Use stock record cards for daily 
          control of high cost items, i.e., steaks, seafood servings, 
          expensive deserts etc. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                     5 



  Encl.  (33) to COMDTINST M7010.5, CH-16 
  

 
 
 
 
 
 
 
                                     33-1 



  Encl.  (33) To COMDTINST M7010.5, CH-16 
  

 



 



  Encl. (33) to COMDTINST M7010.5, CH-16 
 
            ITEM                           ACCOUNTABLE UNIT 
  
            HAMBURGER                      Hamburger patties 
  
            CHEESEBURGER                   Cheese slices 
  
            REUBEN                         Presliced corn beef preportioned 
                                           by weight and separated by waxed 
                                           paper. Count portions. 
  
            FRENCH DIP                     Presliced beef preportioned by 
                                           weight and separated by waxed 
                                           paper.  Count portions. 
  
            FISH SANDWICH                  Fish cake 
  
            CHICKEN NUGGETS                Prepacked uncooked portions 
                                           containing "X" nuggets.  Count 
                                           packages. 
  
            SHRIMP                         Prepackaged uncooked portions by 
                                           weight.  Count packages. 
  
            BATTER FRIED MUSHROOMS         Prepackaged uncooked portions by 
                                           weight.  Count packages. 
  
            SKINNERS                       Fried in bulk; portioned by 
                                           shovel. Count packages. 
  
            FRENCH FRIES                   French Fry bags. 
  
            CHIPS                          Individual serving bags. 
  
            CHEF'S SALAD                   6 oz. disposable deep  
                                           dishes/lids 
  
            TACO SALAD                     4 oz. soup containers/lids for 
                                           sauce (same greens as chef 
                                           salad; control sauce 
                                           containers.) 
  
            SOUP                           6 oz. soup containers/lids 
  
            CHILI                          8 oz. soup containers/lids 
  
            LARGE SODA                     16 oz. waxed cups (same sell 
                                           price as iced tea) 
  
            SMALL SODA                     12 oz. waxed cups (same sell 
                                           price as iced tea) 
  
            COFFEE                         8 oz. hot cups (same sell price as hot 
                                           tea) 
  
            TEA, LARGE ICED                16 oz. waxed cups (same sell price as 
                                           soda) 
  
            TEA, SMALL ICED                12 oz. waxed cups (same sell price as 
                                           soda) 
  
            TEA, HOT                       8 oz. hot cups (same sell price as 
                                            coffee) 
  
            HEATH BARS                     Individual bars 
  
                                Figure 33-4 
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                              PACKAGE STORE PROCEDURES 
  
  A.  Definitions. 
  
      1.  Package Store.  The term includes all retail activities 
          selling packaged alcoholic beverages for the off premise 
          consumption by authorized patrons.  The store may be a department 
          of a larger retail 
          outlet (e.g. Exchanges) or as independent retail facility. 
  
      2.  Acholic Beverages.  The term shall include distilled spirits, 
          liquors, wines and these products are the special domain of the 
          package store.  However, this does not preclude the stocking of 
          other related exchange retail items for the convenience of 
          authorized patrons. 
  
  B.  Establishment. 
  
      1.  Submit letter request via the chain of command in accordance with 
          the provisions of Enclosure 5. 
  
      2.  All package stores are required to comply with the provisions of 
          the Bureau of Alcohol, Tobacco, and Firearms (ATF) Regulations 
          which includes the procurement and display of applicable tax 
          stamps and licenses.  Internal Revenue Service Publication No. 
          30, "Liquor Laws and Regulations for Retail Dealers", provides 
          current information and is available upon request from the 
          bureau. 
  
  C.  Operating Procedures. 
  
      1.  Location.  In the interest of economy and improved patron 
          service, NAFA's are encouraged to locate package within the 
          exchange Retail Sales area.  This improves space utilization, 
          security, and negates the requirement for a separate supervisory 
          or management structure. 
  
      2.  Staffing Criteria. 
  
          a.  Productivity in terms of sales per employees should be 
              approximately three times that of other retail commodities 
              and as a minimum equal $25,000 per full time employee per 
              month.  A package store will generally be staffed with only 
              one full time employee with part time or intermittent 
              employees filling in, as appropriate, to meet peak hour and 
              seasonal demand. 
  
          b.  Package store managerial positions may be authorized when all 
              the following criteria are met: 
  
              (a)  Annual sales exceed $500,000. 
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  C.  2.  b.  (b)  Package Store is at a location separate from and not 
                   contiguous with a larger retail activity with an 
                   assigned managerial staff. 
  
              (c)  Assigned responsibilities and authority provide 
                   supporting justification. 
  
      3.  Stocking Criteria. 
  
              (a)  Inventory levels should be set to provide a stock/sales 
                   ratios of 1.3 to 1 or equivalent stock turnover rate of 
                   9 times per year. 
  
              (b)  The minimum space allocation for a package store is 500 
                   SF for low volume activities.  For larger activities, 
                   each square foot of activity space should generate $60 
                   in sales revenue per month.  Consult NAV-P80 (figure 
                   34-1) for further details. 
  
              (c)  The following allocation of shelf space is applicable to 
                   all, except low volume, activities: 

 
 
  Note:  Floor space for bulk display may be allocated to beer, wines, soft 
         drinks and promotions. 
              (d)  It is generally prudent to stock only high visibility 
                   brand names.  Be cautious of low priced off brand 
                   specials offered at tremendous discount.  Patrons 
                   surveys and a review of trade magazines will assist in 
                   the selection of the most popular brands. 
  
      4.  Pricing Plan.  Each command shall establish a pricing plan 
          based on the following criteria. 
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      4.      (a)  Prices shall be set to generate the minimum mandatory 
                   operating profits except where a waiver has been granted 
                   by the cognizant authority. 
  
              (b)  Prices can be no lower than 90% of the lowest prevailing 
                   rate in the local civilian community. 
  
              (c)  At command discretion, prices may be set at the same 
                   level as other military package store in the 
                   metropolitan or competitive area. 
  
              (d)  A price list shall be prominently displayed showing the 
                   sell prices of merchandise not individually remarked. 
  
      5.  Purchasing and Stock Control. 
  
              (a)  Inventories should be procured as follows: 
  
                   (1)  From the lowest competitive source 
  
                   (2)  Normally in case lots of sufficient size to take 
                        reasonable advantage of quantity discounts and in 
                        consonance with the open to buy and desired 
                        inventory turnover rate. 
  
                   (3)  With all discounts (cash or merchandise) listed on 
                        invoice. 
  
              (b)  A stock control system shall be maintained as follows: 
  
                   (1)  A stock control card shall be maintained for each 
                        separate line item (alcoholic beverages) stocked. 
  
                   (2)  Control shall be focused on cases received, cases 
                        transferred to display shelves, and end of period 
                        inventories for analysis of sales and 
                        determinations of re-order quantities. 
  
                   (3)  Periodic comparisons shall be made between Sales 
                        Revenue and Cost of Goods Sold plus mark up to 
                        determine the level of inventory shrinkage. 
  
      6.  Special Requirements. 
  
              The Commanding Officer shall: 
  
              (a)  Establish and post the hours for sale. 
  
              (b)  Prohibit sales or services to minors, as defined by 
                   local law. 
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      6.      (c)  Prohibit the employment of persons under 21 in any 
                   capacity involving selling or dispensing alcoholic 
                   beverages. 
  
              (d)  Be cognizant of and where possible conform to local 
                   traditions in regard to the sales of alcoholic beverages 
                   on Election Days. 
  
              (e)  Establish command policy regarding the quantity of 
                   alcoholic beverage which may be sold to an authorized 
                   patron during a given period of time. 
  
              (f)  Post the requirements of state or local laws regarding 
                   quantities which may legally leave the Coast Guard 
                   activity and be transported into surrounding localities. 
  
      7.  Helpful Hints. 
  
              (a)  Most salesmen will compete for self space and if not 
                   controlled will overstock the activity.  Be cautious and 
                   adhere to open to buy and standard reorder quantities. 
  
              (b)  Most distributors maintain a breakage allowance and will 
                   replace or provide credit for breakage.  Treat broken 
                   bottles as if they were full until returned for credit. 
  
              (c)  Every sale must be run up on a cash register.  Do 
                   not tolerate "no sale" rings or clerks operating with 
                   open cash drawers. 
  
              (d)  In most cases only the best selling size containers 
                   should be stocked.  A second size may stocked in the 
                   best selling brands. 
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  Figure 34-1  
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                          COAST GUARD CLUB/BAR OPERATIONS 
  
  1.  Purpose.  This enclosure contains policy and guidelines for Coast 
      Guard Club operations. 
  
  2.  General. 
  
      a.  Coast Guard clubs are maintained to promote the well-being and 
          morale of military personnel, their dependents and guests by 
          providing dining, entertainment, social and recreational 
          services at reasonable prices. 
  
      b.  Coast Guard clubs may be operated in the following ways: 
  
          (1)  Direct NAFA operations which includes enlisted, chief petty 
               officers, officers, consolidated all hands and combined 
               clubs limited to specific groups (i.e., Senior Petty 
               Officer (SPO) Club, Anchors and Eagles, E-5 and below, 
               etc.). 
  
          (2)  Concession operations that comply with the general 
               provisions of the concession contract contained in 
               enclosure (37) to this manual. 
  
          (3)  Other types of recreational lounge facilities operated on 
               an intermittent basis (e.g., honor bar) are addressed in 
               the Coast Guard Special Services Manual (COMDTINST M 
               1710.6). 
  
      c.  Authorized club patronage and guidelines for the use of club 
          facilities are provided in enclosure (2). 
  
      d.  The operation and control procedures contained in this enclosure 
          pertain to the bar operations.  Procedures applicable to food 
          service operations are provided in enclosure (33). 
  
      e.  Procedures for establishing and disestablishing club activities 
          are contained in enclosures (5) and (6) respectively. 
  
      f.  Employee standards of conduct prescribed in enclosure (53) apply 
          to all assigned military personnel and paid NAFA employees. 
  
      g.  Enclosure (20) provides applicable federal and state licensing 
          and tax requirements for Coast Guard clubs. 
  
      h.  Coast Guard club advisory groups representative of club patrons 
          may be appointed to advise the commanding officer on matters of 
          special interest. 
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  3.  Policy. 
  
      a.  Clubs are operated as self-sustaining activities.  An annual 
          operating profit of break-even for the combined fiscal results 
          of both bar and food operations is satisfactory. 
  
      b.  Entertainment provided in clubs for the pleasure of patrons, 
          their dependents, and guests, whether for special events, 
          private parties, or for other purposes should always be 
          wholesome and diverse so as to satisfy the various tastes of the 
          membership.  Standards of discretion and good taste must be 
          tailored to avoid offending the dignity of members, their 
          dependents and guests, and not be embarrassing to the Coast 
          Guard. 
  
      c.  Bar and food operations are combined fiscal entities in the 
          budget and reporting process.  Include entertainment activities, 
          e.g., parties, banquets and bingo in the fiscal results of the 
          club profit center.  This does not preclude the activity from 
          maintaining internal accounting records necessary for management 
          review. 
  
      d.  Report concession and vending income derived in club operations 
          as other income or vending on the Results of Operations Report 
          (CG-5228). 
  
      e.  Internal control procedures for inventory, portion control, 
          staffing and cash registers are mandatory. 
  
      f.  Gambling and gambling devices including slot machines are 
          prohibited. 
  
      g.  Serving alcoholic beverages to anyone who is, or appears to be, 
          intoxicated is prohibited.  The Dram Shop Act deals with the 
          legal liability and imposes on the server of alcoholic beverages 
          the obligation to refuse serving a patron(s) who reaches or 
          appears to be reaching the state of intoxication.  Under some 
          state or local laws, the server maybe held liable for damages 
          caused by a person under the influence of alcohol. 
  
      h.  Drinking Age. 
  
          (1)  On military installations in the United States the minimum 
               age for purchasing, consuming or possessing alcoholic 
               beverages (including beer, low alcohol beer, or any other 
               low alcohol beverage) shall be consistent with the law of 
               the state in which the installation is located except as 
               noted below: 
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  3.  h.  (1)  (a)  Remote location exception.  At remote locations where 
                    privately owned motorized vehicles are unavailable for 
                    use by the service members, alcoholic beverages may be 
                    authorized by the Commandant for all military personnel 
                    regardless of age. 
  
               (b)  Health and safety endangered.  The Commandant may 
                    authorize exception where an installation is within 50 
                    miles, or one hour's driving time of a neighboring 
                    state or foreign nation with a lower drinking age than 
                    the state in which the installation is located, and it 
                    is determined that there is a substantial risk of 
                    increased incidence of intoxicated driving by service 
                    members driving to or from the jurisdiction with the 
                    lower drinking age.  The determining factor in granting 
                    or denying this exception will be the motor vehicle 
                    safety of the community. 
  
               (c)  Foster morale, esprit and unit cohesion.  Exceptions to 
                    foster camaraderie and friendship in a military 
                    environment that will appeal to the entire spectrum of 
                    the military community may be permitted under 
                    controlled conditions.  These may be authorized on 
                    those infrequent, non-routine occasions when an entire 
                    unit, as a group, marks at a military installation a 
                    uniquely military occasion such as the establishment of 
                    a military service, organization, or vessel. 
  
  4.  Responsibility.  Commanding Officers' operating NAFA Clubs are 
      responsible for: 
  
      a.  Establishing hours for the sale of alcoholic beverages. 
  
      b.  Approving pricing plans for operations and special functions. 
  
      c.  Prohibiting the sale of alcoholic beverages to minors as defined 
          by local laws and these regulations. 
  
      d.  Prohibiting the employment of any person under 21 years of age 
          as bartenders or in any other capacity involving the selling or 
          dispensing of alcoholic beverages unless local or state laws 
          permit civilian clubs or liquor stores to operate. 
  
      e.  Prohibiting sale of alcoholic beverages on federal and state 
          election days during poll hours, except when state or local laws 
          permit civilian clubs or liquor stores to operate. 
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  5.  Bar Operations.  Successful club operations require management's 
      involvement in the security of club assets and the daily procedures 
      and controls that are essential to a successful operation. 
  
      a.  Prudent management dictates that the following procedures be 
          enforced: 
  
          (1)  All alcoholic beverages purchased by a NAFA unit are made 
               by a central control office.  Liquor inventory requirements 
               for bar operations are transferred from package store 
               inventories, usually on a weekly basis.  Transfers to 
               direct NAFA club operations from package stores are made at 
               cost.  All transactions to other club/lounge operations are 
               negotiated on a cost plus basis. 
  
          (2)  Use premeasured dispensers for all liquor poured.  Free 
               pouring is not permitted. 
  
          (3)  Have an adequate supply of standard size glassware on 
               hand. 
               There is a direct correlation between the size of glass and 
               the portion controlled drink. 
  
          (4)  Post drink and price lists. 
  
          (5)  Use standard drink recipe cost control cards for each size 
               of drink (include all ingredients).  Train bartenders on 
               the standards and portion control. 
  
          (6)  Use a bartender's want-list for out-of-stock or low items. 
  
          (7)  Record all deliveries, from vendors or transfers from other 
               activities on a club receiving log.  See enclosure (18). 
  
          (8)  Follow manufacturer's directions for scheduling daily and 
               routine maintenance on all bar equipment. 
  
          (9)  Hold bartender's accountable for the cleanliness and 
               sanitary conditions of the bar. 
  
      b.  Inventory Assortment.  The well stock of the front bar should 
          consist of popular moderately priced brands.  The following 
          products are generally included in the well stock: 
  
              Bourbon            Vodka 
              Blend              Brandy 
              Scotch             Dark Rum 
              Gin                Tequila 
              Light Rum 
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  5.  b.  (cont'd) This selection will vary according to local patron demand. 
          An assortment of cordials or liqueurs will also depend upon 
          local preference.  Higher priced products referred to as "call 
          brands" will complete the assortment of liquor for the bar. 
          Determine the number of malt beverages and soft drinks by 
          refrigerated storage space and consumption.  Bar wines served by 
          the drink should include one each of red, white and rose.  The 
          number of bottles of each brand included in the well stock 
          should not exceed two bottles, unless the consumption rate 
          exceeds this amount for a two-day period. 
  
      c.  Internal Controls. 
  
          (1)  Cash Registers.  All bar sales must be rung on a cash 
               register by category of beverages sold, e.g., beer, wine, 
               mixed drinks and snacks.  Operating from an open cash 
               drawer is prohibited. 
  
               (a)  Ensure that the internal audit detail register tape is 
                    adequate for recording all transactions. 
  
               (b)  Completion of a daily cash report is mandatory.  The 
                    use of Activity/Individual Daily Reconcilation Form 
                    (CG-5298) is appropriate. 
  
          (2)  Inventory Accountability.  The use of standard size 
               glassware, drink receipts and premeasured pouring devices 
               provide the basis for maintaining inventory accountability. 
  
               (a)  Daily inventories of the bar stock and the immediate 
                    back-up stock are required.  Record physical 
                    inventories through the use of weighing or measuring 
                    devices.  Where electronic dispensers with counters 
                    are used, the count figures must be recorded for 
                    calculating consumption data.  Examples of formats for 
                    recording daily bar inventories are provided in figure 
                    35-1.  All empty bottles must be accounted for.  A 
                    comparison of the consumption data along with the cash 
                    report provides a cross check on the efficiency of the 
                    bar operations. 
  
               (b)  Completion of the daily inventory in figure 35-1 
                    enables calculation of the mark-up percentage 
  
                           Sales - Cost 
                                Cost 
  
                    which provide a daily comparison between actual and 
                    budgeted mark up for bar operations. 
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  5.  2.  (2)  (c)  Comparing the gross profit dollars (sales - cost) with 
                    daily personnel costs provides information for 
                    monitoring daily personnel requirements and operating 
                    hours. 
  
      d.  Security 
  
          (1)  Store all beverages in a secured space.  Keep bar 
               inventories locked up during non-operating hours. 
  
          (2)  Alert managers that the following may indicate possibility 
               of wrong-doing: 
  
               (a)  Bartenders working with an open cash drawer. 
  
               (b)  Bartenders "over-pouring" or "short-pouring" drinks. 
                    (Not using portion control devices.) 
  
               (c)  Hydrometer test of bottled liquor shows less than 
                    required alcoholic proof of contents. 
  
               (d)  Empty bottles not accounted for. 
  
               (e)  Bartender brings in own liquor. 
  
               (f)  Bartender/waitress bring in own guest checks. 
  
               (g)  Missing guest checks. 
  
               (h)  Frequent erasures on guest checks. 
  
               (i)  Employees "short-changing" or overcharging guests. 
  
               (j)  Check padding. 
  
               (k)  Employees drinking on the job.  (Employees do not drink 
                    on the job!) 
  
               (l)  Collusion between bartender/waitress. 
  
               (m)  Bartender ringing out register. 
  
               (n)  Broken toothpicks, paper clips or matches found near 
                    the register.  (Used to count number of drinks served 
                    and short-circut cash controls). 
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                        SERVICE OPERATIONS PROCEDURES 
  
  Service operations procedures will be developed and included in a future 
  amendment to this manual. 
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                            VENDING OPERATIONS 
  
  1.  PURPOSE:  The objective of standard vending procedures is to 
      define operational and management efforts required to efficiently 
      merchandise high quality products and service from the best available 
      equipment in an attractive, sanitary area.  The operation must be 
      sufficiently flexible to expand as service requirements change, 
      customer groupings shift, and as new technological capabilities are 
      introduced which afford greater service and also make possible the 
      conversion of marginal and loss activities to profitable sources of 
      earnings. 
  
  2.  CATEGORY OF OPERATIONS: 
  
      a.  Direct Operations.  Under this type of operation, the Coast 
          Guard NAFA owns the vending machines, provides products to be 
          vended, and employs personnel to stock and maintain the vending 
          machines.  Maintenance and utility costs are the responsibility 
          of NAFA. 
  
      b.  Vending Machine Contract.  Under this type of operations, 
          NAFA rents/leases vending machines, purchases or provides 
          products to be vended, and employs personnel to stock the vending 
          machine.  Utility costs are the responsibility of NAFA.  
          Responsibility for maintenance costs depends upon the terms of  
          lease agreement.  See figure (37-A) for sample rental/lease 
          agreement. 
  
      c.  Concession Contract.  Under a concession contract, the 
          concessionaire owns the machines and merchandise and is charged 
          with stocking and maintaining the equipment.  A fee is paid the 
          exchange on the basis of a percentage of sales revenue.  Utility 
          and maintenance costs are the responsibility of the  
          concessionaire.  Pursuant to the Randolph-Shepherd Act, the right 
          to first refusal belongs to the State Agency for the Blind.  If 
          they refuse to take the concession, the solicitation maybe opened 
          up to local businesses.  Concession contracts are also used to 
          provide a variety of customer contact services such as food 
          service, laundry, tailor shop, barber etc..  Figure 37-B provides 
          the general provisions for concession contracts.  Specifics 
          concerning the obligations of the NAFA and the contractor to be 
          contained in the contractual agreement includes: 
  
          (1)  A listing of required services. 
  
          (2)  Method of reporting sales, whether daily, weekly or monthly. 
  
          (3)  Pricing for services or commodities. 
  
          (4)  Hours of operation. 
  
          (5)  Contract period. 
  
          (6)  Availability of concession employees. 
  
          (7)  Commencement date of services. 
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  2.  c.  (8)  Concession fee expressed as a percent of gross receipts. 
  
          (9)  Payment of fee, method and frequency. 
  
         (10)  Cash handling procedures. 
  
         (11)  Employee qualifications. 
  
         (12)  Equipment to be furnished or not furnished by each party 
               including tools and supplies. 
  
         (13)  Applicable Health Standard and special procedures. 
  
         (14)  Licensing permit requirements. 
  
         (15)  Merchandise, quality and type to be sold or used in 
               performing services. 
  
         (16)  Signs. 
  
         (17)  Utilities. 
  
         (18)  Changes to the contract. 
  
         (19)  Storage facilities. 
  
  3.  TYPES OF ACTIVITIES:  The following activities are examples of 
      authorized vending operations along with the recommended gross profit 
      percentage for vending/concession contract operations and direct 
      operations: 
 

 
   
  
 
 
 
 
 
 
 
                                       2 
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  3.  c.  Service Operations 
  
          (1)  Washers & Dryers                       20% 
          (2)  Photo                                  35% 
          (3)  Misc bowling alley services            20% - 30% 
          (4)  Laminating                             25% 
          (5)  Scales                                 55% 
          (6)  Coin operated pay telephone service    -- 
  
  4.  UNAUTHORIZED ACTIVITIES:  The following activities are 
      unauthorized: 
  
      a.  The sale of tax free tobacco products, except in areas where 
          access can be controlled. 
  
      b.  The operation of any gambling devices, such as punch boards, slot 
          machines or similar devices where merchandise or money is 
          returned to the participant. 
  
      c.  The sale of food that readily supports bacterial growth, such as 
          salad-type sandwiches and cream-filled pastries. 
  
  5.  STANDARDS OF OPERATIONS:  Commands which provide vending services 
      will comply with the following standards: 
  
      a.  Dispense quality products, amusements, or services from modern, 
          well-maintained equipment possessing those capabilities necessary 
          to assure reliable, safe and sanitary vending. 
  
      b.  Use vending contractors having the professional capabilities, 
          financial resources and scope of operation to meet the command's 
          service requirement. 
  
      c.  Provide supervisory capability within NAFA to assure maintenance 
          of required standards. 
  
      d.  Maintain a systematically controlled reporting system that will 
          keep the command informed of the current status of the program 
          and alert to conditions which require corrective action. 
  
      e.  Maintain a pricing structure which reflects a fair return to NAFA 
          in support of commands' performance requirements. 
  
  6.  SUPERVISORY RESPONSIBILITY:  The NAFA Officer is responsible for 
      the overall control and supervision of all coin-operated activities. 
      Direct supervisory responsibility may be delegated to the retail 
      operations manager as an activity under his/her purview. 
  
  7.  COLLECTIONS: 
  
      a.  A NAFA representative will accompany music and amusement machine 
          contractors on all collections to verify revenues.  The 
          contractor will retain control of all keys to external locks of 
          music and amusement machines. 
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  7.  b.  NAFA will affix a NAFA controlled padlock to the coin box of each 
          music and amusement machine unless the machines are equipped with 
          a self locking coin box for which NAFA controls the key. 
          Manufacturers of pinball and skill games supply a lid cover for 
          the coin box that can be secured to the base of the machine by a 
          padlock. 
  
      c.  Keys should be controlled (normally locked in the cashier's safe) 
          and issued to collection employees only at scheduled times for 
          collections.  For proper checks and balances, collection 
          responsibility should be rotated on an unannounced basis at least 
          quarterly and the results analyzed to identify abnormal sales 
          trends or fluctuations. 
  
      d.  When collections are made, the employee will unlock the coin 
          boxes, empty the contents into an individual bag for each 
          machine, read and record counter reading if available, and relock 
          the coin box.  The collection bags shall be taken to the 
          cashier's office where the contents shall be counted and 
          verified.  An activity individual daily reconciliation report 
          form (CG-5298) shall be completed for each day's receipts by 
          machine. 
  
      e.  Monies will be collected from product machines each time the 
          machine is restocked.  Collections from all coin-operated 
          machines will be made at least weekly from all machines with 
          average weekly sales in excess of $35 and more frequently when 
          weekly collections exceed $100. 
  
  8.  HELPFUL HINTS: 
  
      a.  The basic concept of a successful amusement machine program is 
          variety, which is accomplished by rotation.  Machines can be 
          rotated no less frequently than every four months, unless the 
          location is used by transient personnel.  Sales for a four-week 
          period are considered sufficient to determine whether any 
          amusement machine is popular at a certain location and is paying 
          for itself. 
  
      b.  Many amusement machines are programmed to give "free plays" when 
          the player attains a pre-determined score level.  Score settings 
          are adjustable.  Since free plays have a direct relation to the 
          success of the amusement machine, the prudent manager will assure 
          that the score level is maintained to present an interesting 
          challenge to the player while remaining rewarding for reasonable 
          skill. 
  
      c.  Select equipment location with consideration for traffic, minimum 
          nuisance and maximum security.  The location should be well- 
          lighted, easily accessible, and have sufficient space to perform 
          the service desired. 
      d.  By their very nature, successful amusement machines can generate 
          several hundred dollars a week in revenues.  The prudent manager 
          should recognize this fact and institute adequate checks and 
          balance in order to keep honest employees honest. 
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  8.  f.  Vending is a very lucrative competitive business in the 
          commercial environment.  Prior to committing to a 
          buy/lease/concession operations, bids should be solicited from a 
          number of vendors for both options to identify the best price 
          available and also provide a realistic cost input to the decision 
          making process. 
  
      g.  For most situation, it is not advisable for NAFA to purchase 
          amusement machines due to the ever changing whims of this 
          particular market and the steady change in technology which makes 
          particular machines obsolete in a very short period.  Leasing or 
          concession contract is recommended. 
  
      h.  For product vending machines, it is normally advisable to lease 
          the machines from a vendor who will assume maintenance 
          responsibility for the equipment. 
  
      i.  All customer refunds should be handled through NAFA and, where 
          applicable, the concessionaire billed for refunds.  It is not 
          advisable to permit the concessionaire to leave coinage with a 
          NAFA employee (e.g. Activity Manager) for the purpose of making 
          on-the-spot refunds.  It may sound convenient but often leaves 
          the door open for other problems. 
  
      j.  Product machines often are best controlled by the capacity load 
          method.  Establish capacity load value, and whenever cash is 
          removed reload product and change maker to capacity.  That way 
          the value is always constant. 
  
      k.  Ensure that any contract clearly addresses who is responsible for 
          covering the cost or losses associated with break-in (theft), 
          mechanical failures, and vandalism. 
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  2.  This contract consists of the general provisions for leasing the 
      machines as well as a listing of the vending machines to be used in 
      fulfilling the terms of this agreement. 
  
  3.  The parties hereto agree that the Contractor shall perform the 
      services and assume the obligations set forth herein and in Attachment 
      No. 1 annexed hereto and made a part thereof. 
  
  4.  DESCRIPTION AND INSTALLATION OF VENDING MACHINES. 
  
      a.  The contractor shall furnish and install, at its own cost and 
          expense, at such locations as may be designated by the NAFA, vending 
          machines in such numbers as may from time to time be agreed upon by the 
          parties hereto during the period of this contract.  Said vending machines 
          are described in "Exhibit A" attached hereto and made a part hereof.  The 
          parties may from time to time mutually agree to the use under this 
          contract of vending machines other than those described in "Exhibit A," 
          in which event the contract and "Exhibit A" shall be amended  
          accordingly.  The NAFA shall have the right to determine at any time 
          during the period of this contract that any of said vending machines are 
          surplus to its requirements, whereupon said surplus vending machines 
          shall be promptly removed by the Contractor at its own cost and expense, 
          and in the event the said machines are not so removed by the Contractor, 
          the NAFA may remove and store them for the account of the Contractor. 
  
      b.  If the vending machines described in "Exhibit A" dispense 
          merchandise, such merchandise shall be only that described in "Attachment 
          #1" or any amendments thereto.  The rights and obligations of the parties 
          hereto with respect to such merchandise are contained in "Attachment #1". 
  
      c.  All electrically operated vending machines furnished hereunder 
          shall be equipped so as to provide thermal overload protection, and shall 
          comply with Specification MIL-1-16910 (SHIPS) and any amendments thereto 
          hereafter issued with regard to the elimination of radio interference.  
          In addition, all electrical machines furnished hereunder shall be 
          equipped with all necessary safety valves, and shall bear the seal of 
          approval of the Underwriters' Laboratories, Inc. 
  
                                Figure 37-A 
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  13. PERIOD OF CONTRACT: 
  
      The Contract shall run forward from the date entered into until an 
      election of termination by either party is presented to the other 
      party in written form.  Termination notice shall contain 30-day 
      advance notice period to the effective date of end in service under 
      the Contract. 
  
  14. IN WITNESS WHEREOF, the parties hereto have executed this contract as 
      of the day and year first above written. 
  
                                        ___________________________________ 
                                                   Coast Guard NAFA 
  
                                        BY_____________________________ 
                                                   Coast Guard N 
  
                                        ___________________________________  
                                                      Contractor 
  
                                        ___________________________________ 
                                                     Signature of Official 
  
                                        ___________________________________  
                                                       Official Title 
  
                                Figure 37-A 
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                                      WITNESSETH 
  
  1.  SUPPLY OF PRODUCT.  The Contractor shall provide the NAFA with an 
      adequate supply of__________________________for sale through the vending 
      machines rented to the NAFA hereunder.  Vending machines will be serviced 
      with such product by the Contractor. 
  
  2.  TITLE TO PRODUCT.  All products purchased by the NAFA from the 
      Contractor for sale through the said vending machines (including the 
      initial stock of such product contained in the said machines at the 
      commencement of the contract) shall become, from the time of their being 
      placed within the vending machines, and shall remain at all times 
      thereafter until vended, the property of the NAFA. 
                                ALTERNATE CLAUSES 1 AND 2 
  
      (For use only for Mixed Soft Drink Contracts, Coffee vending 
      contracts, etc.) 
  
  1.  SUPPLY OF DRINK COMPONENTS.  The Contractor shall provide the 
      NAFA with an adequate supply of *________________________________________ 
      _________________________________________________________________________ 
      and any other ingredients of components necessary to produce finished 
      drinks of standard quality, consisting of a minimum of_________ounce(s) 
      of standard quality________________and___________ounce(s) of_____________ 
      _______(e.g. carbonate water, water) for sale through the vending 
      machines rented to the NAFA hereunder.  Vending machines will be serviced 
      with the above-mentioned standard ingredients and components by the 
      Contractor. 
  
      *(Specify, as applicable, flavors of fountain syrup, cups, carbon dioxide 
      gas, coffee, cream, sugar, etc.) 
  
  2.  TITLE TO COMPONENTS AND CONTAINERS.  All components and 
      ingredients purchased by the NAFA from the Contractor for the production 
      of the specified drink(s) to be sold through the said vending machines 
      (including the initial stock of such components and ingredients contained 
      in the said machines at the commencement of the contract) shall become, 
      from the time of their being placed within the vending machines, and 
      shall remain at all times thereafter until vended, the property of the 
      NAFA.  Title to all refillable containers in which any of the components 
      or ingredients are supplied (e.g., metal tubes for carbon dioxide gas), 
      however, shall not pass to the NAFA, and shall at all times remain in the 
      property of the Contractor.  Said containers, after being emptied of 
      their contents, may be recovered by the Contractor. 
  
                                Figure 37-A 
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  3.  RISK OR LOSS.  The NAFA assumes any loss resulting from the use 
      of slugs or foreign coins, as well as any loss resulting from pilferage, 
      deterioration of components, ingredients, or products, or destruction of 
      components, ingredients, or products by fire or other means, provided, 
      however, that the Contractor shall not be relieved of liability for its 
      negligence or for the negligence of its employees.  The Contractor 
      assumes, and shall reimburse the NAFA for, any loss resulting from 
      mechanical defects hereby the vending machines vend merchandise without 
      the deposit of a coin including "jackpotting".  The Contractor further 
      assumes the full risk and responsibility for any loss, destruction, or 
      damage occurring to any of the refillable containers in which any of the 
      components or ingredients are supplied (e.g., metal tubes for carbon 
      dioxide gas), except such as may be attributable to the NAFA by reason of 
      the negligence of its officers, agents, or employees while acting within 
      the scope of their employment. 
  
  4.  COMPENSATION OF THE PARTIES.  The amounts due, which shall be 
      accepted by the parties hereto as full compensation for the rental by the 
      NAFA of the said vending machines, for the purchase price of the said 
      product, drinks, components and ingredients, for all services performed 
      hereunder by the contractor and in reimbursement for all expenses 
      incurred by the Contractor, shall be the following: 
  
      *____________________________________________________________________  
  
      *(Select one of the following as applicable): 
  
      a.  (Applicable to products only).  The sum of $___________per_______  
          of_______________contained in the vending machines at the 
          commencement of the contract, or placed within the vending machines, 
          plus $________per____________cups placed within the machine, plus 
          $_________per____________of_______________placed within the machines 
          (all the aforementioned prices in no event to be in excess of the 
          standard wholesale prices of the said materials plus an additional 
          charge of__________percent(___________%) of the total gross receipts 
          from sales made from the vending machines, which sum shall be paid to 
          the Contractor by the NAFA.  The unit selling prices of the products 
          vended hereunder, as established by the NAFA are as follows: 
          _____________________________________________________________________ 
          _____________________________________________________________ 
      b.  (Applicable to bottled beverages only.)  The sum of ____________c 
          per case of twenty-four (24) full bottles contained in the vending 
          machines at the commencement of the contract, or placed within the 
          vending machines (in no event to be in excess of the standard 
          wholesale price of the said beverage) plus______________c per shall 
          plus _____________c per bottle plus a surcharge of ______________c 
          per case of $____________per month, less_______________c per bottle 
          and _________c per shell for all empty bottles and shells returned to 
          the Contractor, which sum shall be paid to the Contractor by the 
          NAFA.  The unit selling prices of the products vended hereunder, as 
          established by the NAFA are as follows: ______________ 
          ____________________________________________________________________  
          _________________________________________________________________ 
  
                                Figure 37-A 
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  4.  c.  (Applicable to other than bottled beverages.)  The sum of 
           __________c per __________of____________contained in the vending 
          machines at the commencement of the Contract, or placed within the 
          vending machines (in no event to be in excess of the standard 
          wholesale price of the said product) plus a surcharge of 
          _____________c per ________or $_____________per month, which sum 
          shall be paid to the Contractor by the NAFA.  The unit selling prices 
          of the products vended hereunder, as established by the NAFA are as 
          follows:_____________________________________________________________  
          _________________________________________________________________ 
      
  5.  VERIFICATION OF DELIVERIES OF COMPONENTS AND COLLECTION OF 
      RECEIPTS.  All deliveries of products, components or ingredients to 
      the vending machines (i.e., all quantities of such materials placed 
      within the vending machines by the Contractor) and collections of money 
      from the said machines (if collection is made by the Contractor) shall be 
      verified by an authorized representative of the Exchange.  Simultaneously 
      with the making of each such delivery or collection, the contractor shall 
      furnish the Exchange with a written report thereof in a form satisfactory 
      to the Exchange, and showing deliveries of products, components or 
      ingredients and collection of receipts separately for each vending 
      machine. 
  
  6.  REPORTING AND SETTLEMENT OF ACCOUNTS. 
  
      a.  As set forth above, the Contractor shall, simultaneously with the 
          making of each delivery or collection, furnish the NAFA with a 
          written report thereof in form satisfactory to the NAFA, and showing 
          deliveries and collections separately for cash vending machine.  In 
          addition, on or about the _______________day of each month, the 
          Contractor shall read the meter on each vending machine furnished 
          hereunder for the purpose of determining the number of cup-drinks 
          sold through such machine during the preceding month, which reading 
          may be verified by an authorized representative of the NAFA.  On or 
          before the ______________day of each month, the Contractor shall 
          submit to the NAFA a true report of all matters pertaining to 
          transactions under this contract during the preceding month, ending 
          on the _____________day including: 
  
          1.  The total quantity of product placed within the vending 
              machines by the Contractor (applicable to other than bottled 
              beverages); 
  
                                Figure 37-A 
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  6.  a.  2.  The total number of bottles of beverage placed within 
              the vending machines by the Contractor, the total number of 
              shells furnished therewith, and the total amount of deposits 
              for bottles and shells charge thereon (applicable to bottle 
              beverages only); 
  
          3.  The quantity of bottled beverage or other product sold 
              through each of the said vending machines and the aggregate 
              thereof sold through all machines; and 
  
          4.  The total number of empty bottles and shells collected by 
              the contractor and the amount of credit allowed thereon 
              (applicable to bottled beverages only); 
  
          5.  The total quantity of each of the drink components and 
              ingredients, including carbon dioxide gas, and the total 
              quantity of cups placed within the vending machines by the 
              contractor; 
  
          6.  The number of cup-drinks sold through each of the vending 
              machines, and the aggregate thereof sold through all 
              machines; 
  
          7.  All collections of money made from the said vending 
              machines (where collections are made by the contractor); 
  
          8.  All other matters pertaining to transactions under this 
              contract during the preceding month. 
  
      b.  The parties hereto shall mutually agree on the time or times 
          when settlement of accounts shall be made, but in no event shall 
          such settlement be made less frequently than once each month. 
          When deemed necessary by the parties, appropriate invoices shall be 
          rendered by each party upon the other, covering the charges 
          provided for herein. 
  
  7.  Vending is Business of the Exchange.  The business of vending 
      products through the vending machines rented to the NAFA hereunder is 
      the business of the NAFA.  The NAFA will establish the price or 
      prices at which products will be vended from the machines. 
  
                                 Figure 37-A 
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      COAST GUARD NON-APPROPRIATED FUND ACTIVITY (NAFA) CONCESSION CONTRACT 
  
  A.  General Provisions. 
  
      1.  Insurance and Bonds. 
  
          a.  All bonds and insurance procured or maintained by the 
              Contractor in connection with performance under this contract, 
              shall be subject to the approval of the NAFA. 
  
          b.  The Contractor, for the protection of the United States 
              Government (including the NAFA), shall procure and thereafter 
              maintain, at its own cost and expense, workmen's compensation, 
              employer's liability (bodily injury and property damage), 
              comprehensive automobile liability (bodily injury and property 
              damage), and products liability insurance, with respect to 
              performance under this contract, and such other insurance and 
              such bonds as the NAFA may from time to time require or approve 
              in regard to performance under this contract.  The Contractor, in 
              fulfilling its obligation to procure worker's compensation 
              insurance may, with the approval of the NAFA and pursuant to 
              statutory authority maintain a self-insurance program. 
  
          c.  All bonds and insurance required or approved by the NAFA, 
              pursuant to the above provisions, shall be in such form, in such 
              amounts, and for such periods of time, as the NAFA may from time 
              to time require or approve, and with sureties and insurers 
              approved by the NAFA. 
  
          d.  The Contractor shall furnish the NAFA with certificates of 
              the insurance it has in effect. 
  
      2.  Taxes.  The Contractor assumes complete liability for all 
          taxes applicable to the property, income, and transactions of the 
          Contractor.  The NAFA shall not be liable to the contractor and will 
          make no reimbursement for, any tax imposed either directly or 
          indirectly upon the Contractor by any authority on account of or by 
          reason of this contract or otherwise. 
  
      3.  Transfer or Assignment Prohibited.  Neither this nor any 
          interest herein nor any claim arising hereunder, except as may 
          otherwise be provided in this contract, shall be transferred by the 
          Contractor to any party or parties. 
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      4.  Disputes. 
  
          a.  Except as otherwise provided in this contract, the 
              Contracting Officer will decide any dispute arising under this 
              contract which is not resolved by agreement.  The Contracting 
              Officer will reduce his decision to writing and mail or otherwise 
              furnish a copy thereof to the Contractor.  The decision of the 
              Contracting Officer shall be final and conclusive unless, within 
              30 days from the date of receipt of such copy, the Contractor 
              mails or otherwise furnishes the Contracting Officer a written 
              appeal addressed to the Commandant of the U.S. Coast Guard.  In 
              this case, the decision of the Commandant or his duly authorized 
              representative for the determination of such appeals shall be 
              final and conclusive unless determined by a court of competent 
              jurisdiction to have been fraudulent, or capricious, or 
              arbitrary, or so grossly erroneous as necessarily to imply bad 
              faith, or not supported by substantial evidence in connection 
              with any appeal proceeding under this clause.  The Contractor 
              must be given an opportunity to be heard and to offer evidence in 
              support of its appeal.  Pending final decision of a dispute 
              hereunder, the Contractor shall proceed diligently with the 
              performance of the contract and in accordance with the 
              Contracting Officer's decision. 
  
          b.  This "Disputes" clause does not preclude consideration of 
              questions of law in connection with decisions provided for in 
              paragraph a., above.  Provided that nothing in this contract 
              shall be construed as making final the decision of any 
              administrative official, representative, or board on a question 
              of law. 
  
          c.  As used in this clause, the term "Contracting Officer:  means 
              that person executing or administering a contract on behalf of a 
              Coast Guard NAFA or the properly designated successor or 
              successors of such person. 
  
      5.  Convict Labor.  In connection with the performance of work 
          under this contract, the Contractor agrees not to employ any person 
          undergoing sentence of imprisonment at hard labor. 
  
      6.  Non-Discriminations in Employment Clause.  (The following 
          clause does not apply if this contract (i) does not involve the 
          employment of persons; or (ii) is for $10,000 or less; or (iii) is 
          for standard commercial supplies or raw material not in excess of 
          $100,000; or (iv) is to be performed outside the United States.)  In 
          connection with the performance of work under this contract, the 
          contractor agrees as follows: 
  
                                Figure 37-B 
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      6.  a.  The Contractor will not discriminate against any employee 
              or applicant for employment because of race, creed, color, or 
              national origin.  The Contractor will take affirmative action to 
              ensure that applicants are employed, and that employees are 
              treated during employment, without regard to their race, creed, 
              color, or national origin.  Such action shall include, but not be 
              limited to employment upgrading, demotion or transfer, 
              recruitment or recruitment advertising, layoff or termination, 
              rates or pay or other forms of compensation; and selection for 
              training, including apprenticeship.  The Contractor agrees to 
              post in conspicuous places, available to employees and applicants 
              for employment, notices to be provided by the contracting officer 
              setting forth the provisions of this nondiscrimination clause. 
  
          b.  The Contractor will, in all solicitations or advertisements 
              for employees placed by or on behalf of the Contractor, state 
              that all qualified applicants will receive consideration for 
              employment without regard to race, creed, color, or national 
              origin. 
  
          c.  The Contractor will send a notice to each labor union or 
              representative of workers with which he has a collective 
              bargaining agreement or other contract or understanding.  The 
              notice provided by the agency Contracting Officer shall advise 
              the said "labor union or workers" representative of the 
              contractor's commitments under Section 202 of Executive Order No. 
              11246 dated 24 September 1965, and shall post copies of the 
              notice in conspicuous places available to employees and 
              applicants for employment. 
      
          d.  The Contractor will comply with all provisions of Executive 
              Order No. 11246 dated 24 September 1965, and of the rules, 
              regulations, and relevant orders of the Secretary of Labor. 
  
          e.  The Contractor will furnish all information and reports 
              required by Executive Order No. 11246 dated 24 September 1965, 
              and by or pursuant to the rules, regulations, and orders of the 
              Secretary of Labor.  The Contractor shall permit access to his 
              books, records and accounts by the contracting agency and the 
              Secretary of Labor for purposes of investigation to ascertain 
              compliance with such rules, regulations, and orders. 
  
          f.  If the Contractor does not comply with the non-discrimination 
              clause of this contract or with any of the said rules, 
              regulations, or orders, this contract may be cancelled in whole 
              or in part and the Contractor may be declared ineligible for 
              further government contracts in accordance with procedures 
              authorized in Executive Order No. 11246 dated 24 September 1965 
              or by rule, regulation, or order of the Secretary of Labor, or as 
              otherwise provided by law. 
  
                                Figure 37-B 
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      6.  g.  The contractor will include the provisions of paragraphs a. 
              through f., in every subcontract or purchase order unless 
              exempted by rules, regulations, or orders of the Secretary of 
              Labor issued pursuant to section 204 of the Executive Order No. 
              11246 of September 24, 1965, so that such provisions will be 
              binding upon each subcontractor or vendor.  The Contractor will 
              take such action with respect to any subcontractor or purchase 
              order as the contracting agency to enforce such provisions, 
              including sanctions for non-compliance; Provided, however; 
              that in the event the Contractor becomes involved in, or is 
              threatened with, litigation with a subcontractor or vendor as a 
              result of such direction by the contracting agency, the 
              contractor may request the United States to enter into such 
              litigation to protect the interests of the United States. 
  
      7.  Indemnity.  The Contractor shall, at all times, hold and save 
          harmless the United States Government (including the NAFA and all 
          other agencies and instrumentalities of the United States 
          Government), and its officers, agents, and employees against any and 
          all charges, claims, suits, and demands of any kind and nature 
          whatsoever (including but not restricted to, those for patent 
          infringement, death of or injury to persons, and loss or damage to 
          property), as well as judgements, payments, costs or expenses, by 
          whomsoever brought, arising out of or in connection with the 
          performance of this contract, or any actions or activities incidental 
          thereto.  The Contracting Officer shall notify the Contractor 
          promptly of any formal notice it receives of a charge, claim, suit or 
          demand.  The Contractor with the consent of the representatives of 
          the Government and of the insurance carrier of the NAFA, may at its 
          own expense, undertake the settlement or defense of any claim or 
          litigation brought against the United States Government or the NAFA. 
          However, in such event the representatives of the Government and the 
          insurance carrier of the NAFA may, in their discretion, be associated 
          with the Contractor in the settlement or defense of any such claim or 
          litigation.  The Contractor releases the United States Government 
          (including the NAFA and all other agents and instrumentalities of 
          the United States Government) from liability for any loss, damage, 
          or injury which may be sustained by the Contractor in the performance 
          of this contract on the premises of the United States Government 
          (including the NAFA).  The Contractor agrees to indemnify the United 
          States Government (including the NAFA and all other agencies and 
          instrumentalities of the United States Government) from any loss, 
          damage or injury which may be sustained by it in connection 
          therewith.  No claims, counter claims or any other rights which have 
          accrued or which may in the future accrue to the United States 
          Government (including the NAFA), of whatever nature and however 
          arising, shall be deemed waived, assigned, transferred, discharged or 
          released by reason of anything contained in this paragraph.  Nothing 
          in this paragraph shall, relieve or be construed as relieving, the 
          NAFA of liability for any loss, or damage or injury which may be 
          attributable to the NAFA by reason of the negligency of its officers, 
  
                                Figure 37-B 
  
 
 
 
 
 
 
 
 
                                     4 



  Encl. (37) to COMDTINST M7010.5, CH-16 
  
      7.  (cont'd)..agents or employees while acting within the scope of 
          their employment, nor shall anything in this paragraph be construed 
          as an assumption or identification on the part of the contractor as 
          against any such liability arising from or growing out of any such 
          negligence. 
  
      8.  Officials not to Benefit.  No member of or delegate to 
          Congress, or resident commissioner, shall be admitted to any share or 
          part of this contract, or to any benefit that may arise therefrom; 
          but this provision shall not be construed to extend to this contract 
          if made with a corporation for its general benefit. 
  
      9.  Covenant Against Contingent Fees.  The Contractor warrants 
          that no person or selling agency has been employed or retained to 
          solicit or secure this contract upon any agreement or understanding 
          for a commission, percentage, brokerage, or contingent fee, excepting 
          bonafide employees or bona fide established commercial or selling 
          agencies maintained by the Contractor for the purpose of securing 
          business.  For breach or violation of this warranty the NAFA shall 
          have the right to annul this contract without liability or in its 
          discretion to deduct from the contract price or consideration the 
          full amount of such commission, percentage, brokerage, or contingent 
          fee. 
  
      10. Operations on Military Installation Under Control of NAFA. 
          The operations, performed on the military installation under this 
          contract by the Contractor, its representatives, agents or employees, 
          shall be subject to the provisions of all applicable regulations and 
          directives of the military installation. 
  
      11. Right of Inspection and Audit.  The NAFA shall have the right 
          to inspect and audit the accounts and methods of internal control 
          established by the Contractor, and to make such other inspections or 
          audits as may be deemed by it necessary to ensure compliance by the 
          Contractor with all the provisions of this contract. 
  
      12. Termination.  This contract shall be automatically terminated 
          if the operation of the NAFA was discontinued. 
  
          a.  Termination for Default.  The NAFA by written notice may 
              terminate this contract in whole or in part for failure of the 
              Contractor to perform any of the provisions hereof.  In such 
              event, the Contractor shall be liable for damages including 
              excess costs of reprocuring similar supplies and services 
              provided that if (i) that the Contractor was not in default; or 
              (ii) that Contractor's failure to perform is without his or his 
              subcontractor's control or negligence, the Termination shall be 
              deemed a Termination for Convenience. 
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      12. b. Termination for Convenience.  The NAFA by written notice 
              may terminate this contract in whole or in part when it is in the 
              best interest of the NAFA.  To the extent that this contract is 
              for service and is so terminated, the NAFA shall be liable for 
              payment as set forth in the Payment provisions of this contract 
              for services rendered prior to the effective date of termination. 
  
      13. Gratuities. 
  
          a.  The NAFA may, by written notice to the Contractor terminate 
              the right of the Contractor to proceed under this contract if it 
              is found, after notice and hearing, by the Contracting Officer or 
              by his authorized representative, that gratuities (in the form of 
              entertainment, gifts or otherwise) were offered or given by the 
              Contractor, or any agent or representative of the Contractor, to 
              any officer or employee of the NAFA with a view toward securing 
              favorable treatment with respect to performing the contract; 
              provided, that the existence of the facts upon which the 
              commanding officer or his duly authorized representative make 
              such findings shall be in issue and may be reviewed in any 
              competent court. 
  
          b.  In the event this contract is terminated as provided in 
              paragraph (a) hereof, the NAFA shall be entitled (i) to pursue 
              the same remedies against the Contractor as it could pursue in 
              the event of a breach of the contract by the Contractor, and (ii) 
              as a penalty in addition to any other damages to which it may be 
              entitled by law, to exemplary damages in any amount (as 
              determined by the commanding officer or his duly authorized 
              representative) which shall be not less than three nor more than 
              ten times the costs incurred by the Contractor in providing any 
              such gratuities to any such officer or employee. 
  
          c.  The rights and remedies of the NAFA provided in this clause 
              shall not be exclusive and are in addition to any other rights 
              and remedies provided by law or under this contract. 
  
      14. Definitions. 
  
          a.  "Contracting Officer" means the person executing or 
              administering this contract on behalf of the non-appropriated 
              fund which is party hereto, or his successor or successors. 
  
          b.  The "Fund" means is a non-appropriated fund activity of the 
              U.S. Coast Guard.  No appropriated funds of the United States 
              shall become due, or be paid the Concessionaire by reason of this 
              contract. 
  
      15. Contractor's Employees or Grants.  The Contractor shall pay 
          the compensation and expenses of its employees or agents.  Such 
          employees or agents of the Contractor, while on the military 
          installation, shall be subject to the control of the Fund but 
          under no circumstances shall such persons be deemed to be 
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      15.  (cont'd)..employees or agents of the Fund.  When on the military 
          installation, the said employees or agents of the Contractor shall at 
          all times conduct themselves in an orderly and proper manner.  If the 
          Fund objects to the presence of an employee of the Contractor on the 
          military installation and requests his removal, the contractor shall 
          remove the employee promptly. 
  
      16.  Records and Accounts.  The Concessionaire shall establish 
          and maintain in a current status, records and accounts of his 
          contract transactions. 
  
      17.  Non-Waiver of Defaults.  Any waiver by the Fund at any time, 
          or from time to time, to enforce or require strict performance of any 
          terms or conditions of this contract does not constitute a waiver 
          thereof and will not affect or impair such terms or conditions in any 
          way or the Fund's right at any time to avail itself of such remedies 
          as it may have for any breach or breaches of such terms and 
          conditions. 
  
      18.  Guarantee and Warranty.  The Contractor shall comply with 
          all applicable laws and regulations pertaining to its business. 
  
      19.  Modifications and Additions.  All modifications, additions, 
          or deletions to this contract are considered as amendments hereto and 
          must be prepared in writing as formal amendments to this contract and 
          signed by both parties in the same manner as this contract in order 
          to be effective. 
  
  B.  Service Contract Act of 1965, As Amended. 
  
      1.  This contract, to the extent that it is of the character to which 
          the Service Contract Act of 1965, as amended (41 USC 351-357) 
          applies, is subject to the following provisions and to all other 
          applicable provisions of the Act and regulations of the Secretary of 
          Labor thereunder. 
  
          a.  Compensation.  Each service employee employed in the 
              performance of this contract by the Contractor or any 
              subcontractor shall be paid not less than the minimum monetary 
              wage and shall be furnished fringe benefits in accordance with 
              the wages and fringe benefits determined by the Secretary of 
              Labor or his authorized representative, as specified in any 
              attachment to this contract.  If there is such an attachment, any 
              class of service employees shall be classified by the Contractor 
              so as to provide a reasonable relationship between such 
              classifications and those listed in the attachment, and shall be 
              paid such monetary wages and furnished such fringe benefits as 
              are determined by agreement of the interested parties, who shall 
              be deemed to be the contracting agency, the Contractor, and the 
              employees who will perform on the contract or their 
              representatives. 
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  B.  1.  a.  (cont'd)..If the interested parties do not agree on a 
              classification or reclassification which is, in fact, 
              conformable, the Contracting Officer shall submit the question, 
              together with his recommendation, to the Office of Special Wage 
              Standards, Employment Standards Administration (ESA), Department 
              of Labor for final determination.  Failure to pay such employees 
              the compensation agreed upon by the interested parties or finally 
              determined by the Administrator or his authorized representative 
              shall be a violation of this contract.  No employee engaged in 
              performing work on this contract shall in be paid less than the 
              minimum wage specified under section 6(a)(1) of the Fair Labor 
              Standards Act of 1938, as amended. 
  
          b.  Adjustment.  If, as authorized pursuant to section 4(d) 
              of the Service Contract Act of 1965, as amended, the term of this 
              contract is more than 1 year, the minimum monetary wages and 
              fringe benefits to be paid or furnished thereunder to such 
              service employees shall be subject to adjustment after 1 year and 
              not less often than once every 2 years, pursuant to wage 
              determinations to be issued by the Employment Standards 
              Administration, Department of Labor, as provided in the Act. 
  
          c.  Obligation to Furnish Fringe Benefits.  The Contractor or 
              subcontractor may discharge the obligation to furnish fringe 
              benefits specified in the attachment or determined conformably 
              thereto by furnishing any equivalent combinations of fringe 
              benefits, or by making equivalent or differential payments in 
              cash in accordance with the applicable rules set forth in 29 CFR 
              Part 4, Subparts B and C, and not otherwise. 
 
          d.  Minimum Wage.  If there is not a minimum wage attachment 
              for this contract, neither the Contractor nor any subcontractor 
              under this contract shall pay any of his employees performing 
              work under the contract (regardless of whether they are service 
              employees) less than the minimum wage specified by section 
              6(a)(1) of the Fair Labor Standards Act of 1938, as amended. 
              Nothing in this provision shall relieve the Contractor or any 
              subcontractor of any other obligation under law or contract for 
              the payment of a higher wage to any employee. 
 
          e.  Obligations Attributable to Predecessor Contracts.  If 
              this contract succeeds a contract, subject to the Service 
              Contract Act of 1965, as amended, under which substantially the 
              same services were furnished and service employees were paid 
              wages and fringe benefits provided for in a collective bargaining 
              agreement, then, in the absence of a minimum wage attachment for 
              this contract, neither the Contractor nor any subcontractor under 
              this contract shall pay any service employee performing any of 
              the contract work less than the wages and fringe benefits, 
              provided for in such collective bargaining agreements, to which 
              such employee 
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  B.  1.  e.  (cont'd)..would be entitled if employed under the 
              predecessor contract, including accrued wages and fringe benefits 
              and any prospective increases in wages and fringe benefits 
              provided for under such agreement.  No Contractor or 
              subcontractor under this contract may be relieved of the 
              obligation unless the Secretary of Labor or his authorized 
              representative determines that the collective bargaining 
              agreement applicable to service employees employed under the 
              predecessor contract was not entered into as a result of 
              arm's-length negotiations, or finds, after a hearing as provided 
              in Department of Labor regulations, 29 CFR 4.10, that the wages 
              and fringe benefits provided for in such agreement vary 
              substantially with those which prevail for services of a similar 
              character in the locality. 
  
          f.  Notification to employees.  The Contractor and any 
              subcontractor under this contract shall notify each service 
              employee starting work on this contract of the minimum wage and 
              any fringe benefits required to this contract, or shall post a 
              notice of such wages and benefits in a prominent and accessible 
              place at the worksite, using such poster as may be provided by 
              the Department of Labor. 
  
          g.  Safe and Sanitary Working Conditions.  The Contractor or 
              subcontractor shall not permit any part of the services called 
              for by this contract to be performed in buildings or surroundings 
              or under working conditions provided by or under the control or 
              supervision of the Contractor or subcontractor which are 
              unsanitary or hazardous or dangerous to the health or safety of 
              service employees furnishing these services, and the Contractor 
              or subcontractor shall comply with the safety and health 
              standards applied under 29 CFR Part 1925. 
  
          h.  Records.  The Contractor and each subcontractor 
              performing work subject to the Act must make and maintain for 3 
              years from the completion of the work records containing the 
              information specified in subparagraphs (1) through (5) of this 
              paragraph for each employee subject to the Act and shall make the 
              records available for inspection and transcription by authorized 
              representatives of the Employment Standards Administration (ESA), 
              Department of Labor.  The records of each Contractor and 
              subcontractor shall state: 
  
              (1)  His name and address. 
  
              (2)  His work classification or classifications, rate or 
                   rates of monetary wages and fringe benefits provided, rate or 
                   rates of fringe benefit payments in lieu thereof, and total 
                   daily and weekly compensation. 
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  B.  1.  h.  (3)  His daily and weekly hours so worked. 
  
              (4)  Any deductions, rebates, or refunds from his total daily 
                   or weekly compensation. 
  
              (5)  A list of monetary wages and fringe benefits for those 
                   classes of service employees not included in the minimum wage 
                   attachment to this contract, but for which such wage rates or 
                   fringe benefits have been determined by the interested 
                   parties or by the Administrator (as defined in 41 CFR 
                   1-12.092.2(c)) or his authorized representative pursuant to 
                   the Labor Standards Clause in paragraph (a) of this clause. 
                   A copy of the report required in paragraph (m)(1) of this 
                   clause shall be deemed to be such a list. 
  
          i.  Withholding of payment and termination of contract.  The 
              Contracting Officer shall withhold or have withheld from the 
              Government Prime Contractor under this or any other Government 
              contract with the prime Contractor such sums as he, or an 
              authorized officer of the Department of Labor, decides may be 
              necessary to pay underpaid employees.  In addition, any failure 
              to comply with the requirements of this clause relating to the 
              Service Contract Act of 1965 may be grounds for termination of 
              the right to proceed with the contract work.  In such event, the 
              Government may enter into other contracts or arrangements for 
              completion of the work, charging the Contractor in default with 
              any additional cost. 
  
          j.  Subcontractors.  The Contractor agrees to insert this 
              clause relating to the Service Contract Act of 1965 in all 
              subcontracts.  The term "Contractor", as used in this clause in 
              any subcontract, refers to the subcontractor, except in the term 
              "Government Prime Contract." 
  
          k.  Service Employee.  As used in this clause relating to the 
              Service Contract Act of 1965, as amended, the term "service 
              employee" means any person engaged in the performance of a 
              contract entered into by the United States and not exempted under 
              section 7, whether each contract is negotiated or advertised, the 
              principal purpose of which is to furnish services in the United 
              States (other than any person employed in a bona fide executive, 
              administrative, or professional capacity, as defined in Part 541 
              of Title 29, Code of Federal Regulations, as of July 30, 1976, 
              and any subsequent revision of those regulations); and shall 
              include all such persons regardless of any contractual 
              relationship that may be alleged to exist between a contractor or 
              subcontractor and such persons. 
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  B.  1.  k.  (1)  Comparable rates.  The following classes of service 
                   employees expected to be employed under the contract with the 
                   Government would be subject, if employed by the contracting 
                   agency, to the provisions of 5 USC 5341 and would, if so 
                   employed, be paid not less than the following rates of wages 
                   and fringe benefits. 
  
                   Employee class:  _______________________________________  
                   Monetary wage-fringe benefits:__________________________  
                   ________________________________________________________  
  
          m.  Contractor's Report. 
  
              (1)  If there is a wage determination attachment to this 
                   contract and one or more classes of service employees which 
                   are not listed thereon are to be employed under the contract, 
                   the Contractor shall report to the Contracting Officer the 
                   monetary wages to be paid and fringe benefits to be provided 
                   each such class of service employee.  Such report shall be 
                   made promptly as soon as such compensation has been 
                   determined, as provided in paragraph (a) of this clause. 
  
              (2)  If wages or fringe benefits for any service employees of 
                   the Government Prime Contractor or any subcontractor are not 
                   in effect during any time the contract is being performed, 
                   the Government Prime Contractor shall report such fact to the 
                   Contracting Officer, together with full information as to the 
                   application and accrual of such wages and fringe benefits, 
                   including any prospective increases, to service employees 
                   engaged in work on the contract, and a copy of the collective 
                   bargaining agreement.  Such report shall be made upon 
                   commencing performance of the contract, in the case of 
                   collective bargaining agreements effective at that time.  In 
                   the case of such agreements or provisions or amendments 
                   effective at that later time during the period of contract 
                   performance, such agreements shall be reported promptly after 
                   negotiation thereof. 
  
          n.  Regulations incorporated by reference.  All 
              interpretations of the Service Contract Act of 1965 expressed in 
              29 CFR Part 4, Subpart C, are hereby incorporated by reference in 
              this contract. 
  
          o.  Exemptions.  This clause relating to the Service 
              Contract Act of 1965 shall not apply to the following: 
  
              (1)  Any contract of the United States or District of 
                   Columbia for construction, alteration, and/or repair, 
                   including painting and decorating of public buildings or 
                   public works; 
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  B.  1.  o.  (2)  Any work required to be done in accordance with the 
                   provisions of the Walsh-Healey Public Contracts Act (41 USC 
                   35-45); 
  
              (3)  Any contract for the carriage of freight of personnel by 
                   vessel, airplane, bus, truck, express, railway line, or oil 
                   or gas pipeline where published tariff rates are in effect, 
                   or where such carriage is subject to rates covered by section 
                   22 of the Interstate Commerce Act; 
  
              (4)  Any contract for the furnishing of services by radio, 
                   telephone, telegraph, or cable companies, subject to the 
                   Communications Act of 1934; 
  
              (5)  Any contract for public utility services, including 
                   electric light and power, water, steam, or gas; 
  
              (6)  Any employment contract providing for direct services to 
                   a Federal agency by an individual or individuals; 
  
              (7)  Any contract with the Post Office Department (U. S. 
                   Postal Service), the principal purpose of which is the 
                   operation of postal contract stations. 
  
              (8)  Any services to be furnished outside the United States. 
                   For geographic purposes, the "United States" is defined in 
                   section 8(d) of the Service Contract Act of 1965 to include 
                   any state of the United States, the District of Columbia, 
                   Puerto Rico, the Virgin Islands, Outer Continental Shelf 
                   Lands, as defined in the Outer Continental Shelf Lands Act, 
                   American Samoa, Guam, Wake Island, Eniwetok Atoll, Kwajalein 
                   Atoll, Johnston Island, and Canton Island.  It does not 
                   include any other territory under the jurisdiction of the 
                   United States or any United States base or possession within 
                   a foreign country; 
  
              (9)  Any of the following contracts exempted from all 
                   provisions of the Service Contract Act of 1965, pursuant to 
                   section 4(b) of the Act, which exemptions the Secretary of 
                   Labor, prior to amendment of such section by Pub. L. 92-473, 
                   found to be necessary and proper in the public interest or to 
                   avoid serious impairment of the conduct of Government 
                   business: 
  
                   (a)  Contracts entered into by the United States with 
                        common carriers for the carriage of mail by rail, air 
                        (except air star routes), bus, and ocean vessel, over 
                        regularly established routes and accounts for an 
                        insubstantial portion of the revenue therefrom; 
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  B.  1.  o.  (9)  (b)  Any contract entered into by the U.S. Postal 
                        Service with an individual owner-operator will hire any 
                        service employee to perform the services under the 
                        contract except for short periods of vacation time or 
                        for unexpected contingencies or emergency situations 
                        such as illness or accidents. 
  
          p.  Special Employees.  Notwithstanding any of the provisions 
              in paragraphs (a) through (n) of this clause relating to the 
              Service Contract Act of 1965, the following employees may be 
              employed in accordance with the following variations, tolerances, 
              and exemptions, which the Secretary of Labor, pursuant to section 
              4(b) of the Act prior to its amendment by Pub. L. 92-473, found 
              to be necessary and proper in the public interest or to avoid 
              serious impairment of the conduct of Government business: 
      
              (1)  Apprentices, student-learners, and workers whose earning 
                   capacity is impaired by age, physical, or mental deficiency 
                   or injury may be employed at wages lower than the minimum 
                   wages otherwise required by section 2(a)(1) or 2(b)(1) of the 
                   Service Contract Act of 1965, without diminishing any fringe 
                   benefits or cash payments in lieu thereof required under 
                   section 2(a)(2) or that Act, prescribed for the employment of 
                   apprentices, student-learners, handicapped persons, and 
                   handicapped clients of sheltered workshops under section 14 
                   of the Fair Labor Standards Act of 1938, (29 USC 201 et seq.) 
                   in the regulations issued by the Administrator (29 CFR Parts 
                   520, 521, 524, and 525). 
  
              (b)  The administrator will issue certificates under the 
                   Service Contract Act of 1965 for the employment of 
                   apprentices, student-learners, handicapped persons, or 
                   handicapped clients of sheltered workshops not subject to the 
                   Fair Labor Standards Act of 1938, or subject to different 
                   minimum rates of pay under the two Acts, authorizing 
                   appropriate rates of minimum wages (but without changing 
                   requirements concerning fringe benefits or supplementary cash 
                   payments in lieu of), applying procedures prescribed by the 
                   applicable regulations issued under the Fair Labor Standards 
                   Act of 1938 (29 CFR Parts 520, 521, 524, and 525); 
  
              (c)  The Administrator will also withdraw, annul, or cancel 
                   such certificates in accordance with the regulations in Parts 
                   525 and 528 of Title 29 of the Code of Federal Regulations. 
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  B.  1.  p.  (2)  When an employee engages in an occupation in which he 
                   customarily and regularly receives more than $30 a month in 
                   lips, his employer may credit such against the minimum wage 
                   required by section 2(a)(1) or section 2(b)(1) of the Act, in 
                   accordance with the regulations in 29 CFR Part 531:  Provided 
                   that the amount of such credit may not exceed $1.325 per hour 
                   beginning January 1, 1978, $1.305 per hour beginning January 
                   1, 1979, $1.24 per hour beginning January 1, 1980 and $1.34 
                   per hour after December 31, 1980.  If the employer pays in 
                   full cents the $1.325 figure must be rounded down to $1.32 
                   and the $1.305 figure to $1.30, in order that the employer 
                   will not be crediting more than the permissible percentage. 
  
          2.  Vacant. 
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                          TOBACCO SALES POLICY 
 
  A.  BACKGROUND. 
  
      1.  Tobacco product vendors offer many merchandising 
          programs.  These programs have contributed to the success 
          of the Coast Guard Exchange System (CGES) in meeting its 
          dual mission of providing merchandise to customers at the 
          lowest possible price and contributing funds in support 
          of Coast Guard Morale, Welfare and Recreation (CG MWR) 
          programs. 
  
      2.  Despite the financial benefit of vendor programs, CGES 
          has reviewed its merchandising of tobacco products from a 
          broader socioeconomic viewpoint.  The intent of this 
          policy is to eliminate merchandising practices which 
          could be perceived as conducive to impulse buying of 
          tobacco products.  CGES will, however, continue to stock 
          tobacco products and sell them at lowest possible price 
          as long as it continues to be authorized by the House 
          Armed Services Committee.  The monetary savings provided 
          by exchanges has been recognized by congress as a benefit 
          integral to the military compensation package.  CGES 
          restriction or elimination of tobacco product sales would 
          diminish this customer benefit and reduce funds to the CG 
          MWR programs.  The following policy for cigarette, cigar, 
          pipe tobacco, and smokeless tobacco promotions and 
          merchandising practices is established. 
  
  B.  POLICY. 
  
      1.  There will be no advertisement of tobacco products in 
          public media (tabloids, flyers, closed circuit 
          television, public address announcements, etc.).  This 
          does not apply to pipes and lighters. 
  
      2.  Cigarette cartons will be merchandised on floor or wall 
          gondola units or shelves.  The number of facings assigned 
          to each manufacturer will be based upon national market 
          share. 
  
      3.  Cigars, pipe tobacco, smokeless tobacco, and smoking 
          accessories will be merchandised on gondolas or shelving 
          next to cigarette cartons. 
  
      4.  There will be no use of signing, banners, etc., 
          highlighting tobacco products or brands, other than as 
          appropriate for department identification. 
  
      5.  At checkouts, cigarette packs will not be displayed on 
          counters or adjacent fixtures, allowing customers to 
          serve themselves.  Rather, they will be sold from 
          fixtures located above, behind, or under the counters, 
          accessible only to the checker-cashier, so that customers 
          must request them. 
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  B.  6.  If constraints do not permit the merchandising of packs 
          at checkouts as delineated above, floor turnstile racks 
          may be used as an alternative.  If possible, without 
          sacrificing security, turnstiles will be located next to 
          gondolas where cigarette cartons are merchandised. 
          Turnstiles will not be located next to checkouts or in 
          areas where they would appear to be special or featured 
          displays. 
  
      7.  Temporary promotional offers (e.g., coupons, lighters, 
          sunglasses, playing cards), attached to either cigarette 
          packs or cartons, are permitted for unadvertised in-store 
          promotion.  However, they are to be merchandised only in 
          the same sales floor area in which cartons of cigarettes 
          are normally displayed. 
  
      8.  Temporary promotional offers not attached to packaging, 
          such as sports bags or beach umbrellas, are not 
          permitted. 
  
      9.  The minimum legal age for purchasing tobacco products is 
          to be the same as the law of the State in which the 
          facility is located. 
  
     10.  Cigarette vending machines are not to be located in areas 
          unacceptable to command, nor in areas where unsupervised 
          minors can access them. 
  
| C.  SHIPBOARD EXCHANGES TOBACCO PRODUCTS POLICY. 
  
|     1.  A satellite shipboard exchange may purchase tobacco 
|         products from the parent Coast Guard exchange (CGX) or, 
|         if the satellite agreement permits, from commercial 
|         sources.  Purchases from commercial sources may be either 
|         Federal tax-free ("seastores") products, federally taxed 
|         products, or both. 
  
|         a.  Satellite shipboard exchanges that buy tobacco 
|             products from the parent CGX must buy them at the 
|             retail price and sell them at that same price. 
  
|         b.  Satellite shipboard exchanges that buy tobacco 
|             products from a commercial source (either Federal 
|             tax-free or federally taxed) must sell them at the 
|             same price as its parent CGX's sell price. 
  
|     2.  An independent shipboard exchange may purchase tobacco 
|         products from a CGX, another Service's exchange (AAFES 
|         BX/PX, NEX, MCX), or a commercial source.  Commercial 
|         purchases may be Federal tax-free ("seastores") products, 
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| C.  2.  (cont'd) federally taxed products, or both.  No matter 
|         what the source or the purchase cost, products must be 
|         sold at the same sell prices as the CGX nearest the 
|         cutter's homeport. 
  
|     3.  The following conditions and requirements apply to the 
|         sale of Federal tax-free ("seastores") tobacco products 
|         by shipboard exchanges: 
  
|         a.  "Seastores" tobacco can be sold ONLY outside of U.S. 
|             territorial waters.  (Federally taxed tobacco 
|             products can be sold at any time, regardless of 
|             location.) 
  
|         b.  Purchased quantities of tax-free tobacco products 
|             shall not exceed anticipated sales, except when 
|             purchased for transfer to other CG ships that operate 
|             outside the territorial waters of the United States. 
  
|         c.  All shipments of tax-free products shall be received 
|             by a commissioned officer and strict inventory 
|             accountability and security shall be maintained. 
|             Physical counts of such inventory shall be taken: 
  
|             (1)  on receipt; 
  
|             (2)  on transfer or relanding; 
  
|             (3)  on departing U.S. territorial waters; and 
  
|             (4)  on reentering U.S. territorial waters. 
  
|             Discrepancies shall be investigated, with a written 
|             report submitted to the commanding officer.  All 
|             inventories and reports shall be retained in 
|             permanent files and made available upon request of 
|             inspecting officers or Internal Revenue agents. 
  
|         d.  Relanding of tax-free tobacco products may be made 
|             only after clearance has been obtained through the 
|             local customs office. 
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                        CG NAPA IMAGE IMPROVEMENT 
  
  A CG image improvement program will be developed and included in a future 
  amendment to this manual. 
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                              SECURITY 
  
  1.  General. 
  
      a.  Adequate and enforceable security policies and procedures are 
          essential for protecting Coast Guard NAFA assets.  The purpose of 
          this enclosure is to provide the basic policies and necessary 
          procedures for safeguarding these assets. 
  
      b.  There are three general classifications of losses; theft by 
          outsiders, employee theft, and inadequate security procedures or 
          violations of established procedures.  Losses, other than those 
          caused by burglaries, holdups, fire damage, accidental breakage, 
          hurricanes and vandalism are called shrinkage.  Shrinkage is the 
          disappearance of inventory, either in the form of merchandise or 
          money, through illegal actions.  It is the amount of merchandise 
          which is unaccounted for at the end of an accounting period or  
          year, after verification of the beginning inventory, markup on  
          purchases, sales, markdowns/surveys and the ending physical  
          inventory.  Shrinkage increases the cost of goods sold and  
          decreases profits.  A guideline for shrinkage ratios as a  
          percentage of sales is 1%. 
  
      c.  Shrinkage is one of the paramount indicators of a manager's  
          ability to control and blend all factors of a business into a  
          smoothly operating, efficient and productive unit.  A low  
          shrinkage figure tends to confirm the manager's leadership  
          qualities and to reassure confidence in management and  
          employees.  There is an almost endless list of conditions which  
          provide fertile grounds for high shrinkage, however, the  
          greatest contribution to this excessive shrinkage is complacency  
          on the part of management. 
  
  2.  Shoplifting prevention. 
  
      a.  Shoplifting.  The stealing of merchandise or supplies, by a  
          person not employed by the activity, is a major cause of  
          shrinkage.  Similar losses may also occur in warehouse and  
          stockrooms where there is internal traffic by vendors,  
          deliverymen, truck drivers and servicemen who are permitted to  
          roam about unsupervised.  Losses may occur during remodeling or  
          when stocking a new activity prior to opening.  Control should  
          always be maintained on loading docks, near restrooms and exits.   
          While all facilities have some controlled access, they will  
          still have their share of shoplifters.  The NAFA Officer's most  
          important resource in the prevention of such losses is a well  
          trained and alert staff.  Shoplifting techniques are: 
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  2.  a.  (1)  Palming.  A simple method of removing small items from  
               a counter. 
  
          (2)  Secreting merchandise on the person.  The stolen item  
               is placed in a coat or jacket. 
  
          (3)  Shopping bags, umbrellas, large purses or "booster  
               boxes."  Small items can be easily brushed off a  
               counter into a shopping bag or partially opened umbrella.   
               "Booster" boxes are simply cardboard or wooden boxes  
               covered in gift wrap paper.  One end is cut to act as a  
               "flap." 
  
          (4)  Coats and raincoats.  Some may have hooks sewn to the  
               lining to hold stolen articles of merchandise. 
  
          (5)  Between the legs.  Shoplifters have been known to  
               secrete large items between the legs and still walk  
               normally. 
  
          (6)  Fitting rooms.  It is a simple matter for a customer  
               to enter, slip a garment under the clothes being worn or  
               simply remove all ticketing and put on the new garment,  
               leaving the old garments behind. 
  
          (7)  Ticket switching.  This method involves switching a  
               ticket from a low priced item to one with a high price. 
  
          (8)  Counter theft.  The method is to take an item from a  
               display counter such as a handbag, costume jewelry,  
               sunglasses, etc.; remove the price tag and wear the item  
               out. 
  
          (9)  Hideaway theft.  The shoplifter selects a large item of  
               luggage and hides smaller items inside or removes a low  
               price item from a carton, secrete a high price item within  
               and pay the carton price at the cash register. 
  
         (10)  Team shoplifting.  This practice consists of two or more 
               shoplifters acting in concert.  Often, one member will  
               create a diversion by fainting or starting an argument  
               while the other team member steals the merchandise. 
  
      b.  Actions which may be indicative of shoplifting: 
  
          (1)  Aimless walking up and down aisles. 
  
          (2)  Leaving store and returning in a few minutes. 
  
          (3)  Walking around exchange with unpaid merchandise. 
  
          (4)  Strained, nervous look. 
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  2.  b.  (5)  Placing packages, purse or coat over merchandise. 
  
          (6)  Left-right glances without moving head. 
  
          (7)  Frequent, quick glances up from merchandise. 
  
          (8)  Studying other customers and sales persons instead of 
               merchandise. 
  
          (9)  Looking in mirrors to see if they are being observed. 
  
         (10)  Handling a lot of merchandise at different counters. 
  
         (11)  Entering fitting room with packages. 
  
      c.  Preventive measures. 
  
          (1)  Serve or recognize customers as promptly as possible.  A  
               simple "Good morning" will do. 
  
          (2)  Fitting rooms must be controlled.  Signs should state  
               clearly the number of garments permitted in room.  Inspect  
               fitting rooms frequently for price tickets on floor or  
               empty hangers left in stalls. 
  
          (3)  The showing of expensive items should be limited to two  
               items at a time.  Never leave customers alone. 
  
          (4)  Merchandise should be neatly arranged on shelves and display 
               fixtures.  Disorderly displays invite theft. 
  
          (5)  Cashiers should discreetly open luggage and purses and  
               examine for "hideaway" merchandise. 
  
          (6)  Keep displays and fixture arrangements at minimal heights to 
               eliminate "blind" spots and insure maximum visual control. 
  
          (7)  All packages must be stapled closed with the cash register  
               tape stapled over the top of bag.  Packages too large to  
               bag should have an identifying label affixed to them. 
  
          (8)  Price marking equipment and supplies must be carefully 
               controlled.  Use different colored price tags for  
               markdowns and special sales. 
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  2.  c.  (9)  Merchandise price tickets should be machine printed. 
               Handwritten tags are easily duplicated. 
  
         (10)  Cash registers must be locked when not in use during  
               business hours.  When in use, cash drawer must be closed  
               after each transaction.  Register drawer should be left  
               in the open position after close of business. 
  
         (11)  Be aware of patrons wearing coats on a warm day, raincoats 
               during fair weather or conversely no coat during inclement 
               weather. 
  
      d.  Procedures for handling shoplifters. 
  
          (1)  Persons should never be apprehended on the mere chance that  
               they have stolen merchandise. 
  
          (2)  Keep any suspect under constant observation. 
  
          (3)  Summon the manager or security personnel authorized to  
               detain a shoplifter. 
  
          (4)  The manager or security official authorized to detain a 
               shoplifter should: 
  
               (a)  Be certain the suspect still has possession of the  
                    goods. 
  
               (b)  Wait until suspect has passed the central checkout or  
                    last register and exits from exchange, then stop the  
                    suspect and identify yourself by name and title. 
  
               (c)  Allegations should not be made in the presence of  
                    others. 
  
               (d)  Suspects should be invited to the manager's office; if  
                    the suspect refuses to accompany the official, inform  
                    suspect that he/she is believed to be in possession of  
                    merchandise for which payment has not been made.  No  
                    accusation of theft should be made. 
  
               (e)  If the suspect absolutely refuses to cooperate, attempt  
                    to make an identification by name tag, description or  
                    auto license number.  Do not touch or attempt to  
                    forcibly restrain the suspect; allow the suspect to  
                    proceed and notify military or security police. 
  
               (f)  If the suspect voluntarily proceeds to the manager's  
                    office or other designated private area, walk  
                    behind suspect to ensure that the stolen  
                    merchandise is not discarded. 
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  2.  d.  (4)  (g)  Inform suspect that he/she may be in possession of 
                    merchandise for which proper payment has not been 
                    made.  Make no outright accusation of theft.  A 
                    witness must be present during all conversations with 
                    the suspect; do not close the door to the office and 
                    never be alone with the suspect.  If suspect is a 
                    female, witness must also be a female. 
  
               (h)  Under no circumstances should the suspect be subjected 
                    to search by NAFA personnel. 
  
               (i)  Notify the military or security police and advise them 
                    of the suspected offense and request assistance. 
  
               (j)  Merchandise involved in an incident of shoplifting 
                    will be turned over to military or security police 
                    against receipt. 
  
               (k)  The NAFA is not a law enforcement or investigative 
                    agency. 
  
               (l)  The check list contained in figure 40-1 is provided to 
                    assist NAFA management in reducing shoplifting. 
  
  3.  Internal theft prevention. 
  
      a.  It is generally acknowledged that employee theft constitutes  
          between 65-75% of all shrinkage.  There is no reason to believe  
          it is any less within your NAFA.  Management at all levels must  
          be aware of their responsibilities.  Disregarding an employee's  
          dishonesty can influence other employees to become involved in  
          similar activity. 
  
      b.  Policies and procedures for employee shopping, cash and  
          merchandise controls must be stressed during indoctrination  
          training and refresher training.  There must be no question in  
          every employee's mind as to management's concern for  
          safeguarding the assets of NAFA. 
  
      c.  Various methods of pilferage and preventive measures that  
          should be taken are listed in figure 40-2. 
  
      d.  An internal pilferage prevention check list is included as  
          figure 40-3. 
  
      e.  Rules governing employees: 
  
          (1)  Employees will not ring up or compute their own purchases. 
  
          (2)  Cash register receipts, as in the case of all other customer 
               transactions, must be affixed to the package. 
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  3.  e.  (3)  Employee will take purchase directly to designated storage  
               area where it will remain until the end of employee's  
               shift. 
  
          (4)  No employee may buy markdown merchandise until the  
               markdown has been offered for sale to exchange patrons for  
               one full day. 
  
          (5)  No employee shall prepare their own refund or make their  
               own exchange. 
  
          (6)  Personal belongings such as handbags and purses should not  
               be permitted on the sales floor or in warehouse areas.   
               Lockers should be provided for employees. 
  
          (7)  Managers have the authority to conduct inspection of  
               parcels, packages or other objects carried into or out of  
               the activity by employees.  This authority extends to the  
               inspection of employee lockers in the presence of the  
               employee and another witness. 
  
  4.  Facility security. 
  
      a.  The NAFA officer is encouraged to solicit the support of the  
          unit security personnel to assist in determining security  
          needs. 
  
      b.  All alarm systems, intrusion and duress, should be tested at  
          least weekly. 
  
      c.  All accessible openings must be protected by adequate locking and 
          security devices.  Locking devices may be deadbolt locks, heavy  
          duty hasps and padlocks, crossbars or a combination thereof. 
  
      d.  Any solid external door designated for employee entrance or exit 
          and/or trash disposal should be equipped with a security glass  
          view panel, or with a peephole to enable employees to identify  
          person(s) outside prior to opening door. 
  
      e.  Where staffing permits, the opening and closing of an activity  
          will be accomplished by the ranking supervisor and another  
          designated employee. 
  
      f.  At the close of each business day, the supervisor will make a 
          preclosing inspection of the premises to assure that all safes, 
          doors, windows, etc., have been secured and that no person is  
          hidden in bathrooms, stockrooms, warehouse or any area of the  
          exchange.  The supervisor will set all alarms and exit the  
          premises. 
  
      g.  Cashier cages in facilities not equipped with a vault should be 
          arranged so that safes and cashier are visible to the public to  
          avoid concealment of a possible holdup or burglary. 
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  4.  h.  Glass tops of display counters, where jewelry, photography and 
          electronic items are displayed will be firmly fastened and  
          sliding doors will be kept locked at all times when not under  
          surveillance of a salesperson. 
  
      i.  An emergency notification decal should be affixed to the front 
          entrance of all facilities.  The decal will contain the telephone 
          number of the appropriate military/security police office.  The  
          name and telephone number of responsible facility management  
          will be made a matter of record at the appropriate military or  
          security police office. 
  
      j.  Management will report to the notifying military/security police 
          station and proceed to the scene with police officials when 
          attempting to resolve an emergency. 
  
  5.  Counterfeit money. 
  
      a.  Cashiers and other personnel who handle cash should be trained in  
          the detection of counterfeit money because the holder of bogus  
          money is the one who takes the loss. 
  
      b.  By comparing a counterfeit bill with a genuine bill of the  
          same type and denomination, several distinguishing  
          differences may be detected.  These differences are summarized  
          below: 
  
              Genuine                          Counterfeit 
  
  Portrait    Stands out sharp and clear        Dull, smudgy,  
              from oval background, facial     indistinct or unnaturally white 
              features appear lifelike 
  
              Background is a fine screen      Oval background is too dark; 
              of fine links                    lines irregular and broken, 
                                               with portrait merging into 
                                               the background.  Fuzziness 
  
  Seals       Sawtooth points sharp, even      Sawtooth points uneven,  
              and regular                      irregular and broken off 
  
  Serial      Letters and numerals sharp,      Figures poorly printed,  
              firmly and evenly printed,       uneven and badly spaced 
              well spaced 
  
  Paper       Scattered small, thin, red       No silk threads; threads may 
              and blue silk threads,           be imitated by very small 
              silk threads not noticeable      thin red and blue ink lines 
              on worn or badly soiled bills    easily seen if examined 
                                               closely 
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  5.  c.  It is impossible to determine if a bill is genuine or counterfeit  
          by rubbing it on a piece of paper.  One of the easiest methods of 
          detection of counterfeit bills is by "feel," since genuine bill  
          paper is 100% rag content.  Cashiers should be aware of how a  
          genuine bill feels compared to paper.  Since counterfeit bills  
          passed by a counterfeiter are usually printed from the same  
          engraving plate, all serial numbers from the same denominations  
          will be the same.  Additional guidance may be obtained by  
          contacting the U.S. Secret Service, local banks, or the U.S.  
          Government Printing Office.  Some banks may have samples of  
          actual counterfeit bills to use during training sessions. 
  
      d.  Counterfeit coins can be detected by dropping them on the cash 
          register change plate.  Authentic coins ring clearly;  
          counterfeits sound dull.  Counterfeit coins usually feel  
          greasy, and the corrugated ridges around its edge may be  
          uneven. 
  
  6.  Negotiable instruments. 
  
      a.  Only personnel authorized by the NAFA officer may approve checks  
          for cashing.  When a check is presented, it should be examined  
          carefully to ascertain that: 
  
          (1)  It is written in ink or with indelible pencil and that  
               there are no erasures or alterations on it. 
  
          (2)  It carries a current date (not over 90 days old). 
  
          (3)  The figures indicating the amount of the check correspond  
               with the written amount. 
  
          (4)  The check bears a signature and that signature is legible;  
               or, when the signature is not legible, that the person's  
               name is printed on the check. 
  
          (5)  Persons presenting checks will be identified as authorized 
               patrons prior to receiving cash or merchandise.  Activities 
               authorized to cash checks shall provide a rubber stamp, 
               illustrated below, to be placed on the reverse side of  
               personal checks and it shall be completed by the patron  
               prior to receiving cash or merchandise.  (NOTE:   
               Information preprinted on the face of the check need not be  
               repeated on the reverse side). 
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  6.  a.  (5)  (cont't) 

 
  Rubber Stamp  
  
  7.  Internal cash control procedures. 
  
      a.  The NAFA Officer will establish written procedures for  
          handling and safeguarding cash instruments and ensure  
          familiarity with those procedures by all employees.   
          Included in the written instructions will be procedures for  
          reducing cash on hand to a minimum and the control of alarm  
          system keys. 
  
      b.  The transporting of funds to or from a banking facility  
          should be accomplished by two employees or an employee with  
          a security escort.  Where possible, transporting of funds  
          will be accomplished during daylight hours. 
  
  8.  Procedures for robbery prevention. 
  
      a.  Two persons should open and close the facility.  External  
          doors should be kept locked until facility is opened for  
          business or other operational purposes. 
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  8.  b.  Only authorized personnel will be permitted in the facility  
          during critical periods at opening and closing times. 
  
      c.  Keep cash-on-hand at the registers to the minimum amount  
          required for efficient purposes. 
  
      d.  Insure that all employees are familiar with the Standard  
          Operating Procedures (SOP) to be followed, in case of a  
          robbery.  A copy must be posted in the cashier's cage so as  
          not to be seen by the public, and on the bulletin board.   
          The SOP should provide instructions to: 
  
          (1)  Alert responsible NAFA officials. 
  
          (2)  As soon as possible, write down all details about the  
               robbery and a description of the robbers. 
  
          (3)  Obtain or have an official obtain names, addresses,  
               etc., of all witnesses and give information to  
               military/security police. 
  
          (4)  Comply with instructions of investigating authority  
               concerning the incident. 
  
  9.  Keys, locks and safes. 
  
      a.  Adequate security can be maintained only if keys to NAFA  
          spaces are properly safeguarded.  All spaces shall be  
          secured by either a tumbler lock, passable only by its own  
          original and duplicate keys; and/or a padlock of 1-1/2  
          inches in size or larger, passable only by its original or  
          duplicate keys, not of the core lock variety, and 
          from which the identifying numbers have been removed. 
  
      b.  The person in charge of each space shall be responsible for  
          the keys and for opening and securing that space.  Keys will  
          be issued on receipt bearing the notation, "Any loss or  
          compromise of the keys will be immediately reported to the  
          NAFA Officer."  This receipt, together with duplicate keys  
          shall be kept in a safe designated by the commanding officer  
          in a sealed envelope.  This envelope shall be signed across  
          the flap by both the NAFA officer and the responsible 
          employee. 
  
      c.  Locks shall be changed when the custodian of a space is  
          relieved, or when the keys are lost or compromised.   
          Breaking of the envelope seal or use of the key by other  
          than the accountable individual will be considered a  
          compromise of security. 
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  9.  d.  An approved burglar, tool, torch, and fire resistant safe  
          which meets the standards of the Safe Manufacturing National  
          Association (SMNA) should be provided for the use of each  
          person responsible for a NAFA activity.  Safes shall be  
          properly secured by encasing in concrete or steel strapped  
          to floor or wall supports when practicable.  Safes should be  
          protected by an alarm system connected to the unit police 
          station. 
  
      e.  Safes shall be located in a properly secured area which  
          should be illuminated at night and, where possible, visible  
          to security patrols for checking when activity is secured. 
  
      f.  Safe should never be left in day-lock position with dial  
          turned slightly off last combination letter for convenience. 
  
      g.  The combination of a safe under the direct control of the  
          NAFA Officer shall be known only by that individual.  All  
          safe combinations shall be recorded, placed in an  
          envelope, securely sealed in such manner that it cannot be  
          opened without mutilating the envelope or seal, and  
          delivered to the commanding officer.  The commanding officer  
          shall issue a receipt for the envelope. 
  
      h.  Combinations to safes shall be changed whenever  
          responsibility for the safe changes (i.e., relief of  
          exchange officer, reassignment of safe, etc), and when  
          deemed necessary for other reasons. 
  
      i.  Safe combinations will be set only by an accountable NAFA  
          official.  If a locksmith is used, management will ensure  
          that the locksmith does not have access to the new  
          combination numbers after it has been set. 
  
  10. Warehouse security. 
  
      a.  Pilferage by employees causes a large percentage of 
          warehouse/stockroom accountability losses.  A fundamental  
          element of effective pilferage reduction is controlling the  
          movements of employees and visitors, thereby limiting  
          warehouse merchandise and supplies.  A pilferage method  
          unique to warehousing is conspiring with drivers to steal  
          merchandise by failing to completely unload an incoming  
          conveyance or shipping out more goods than shown on the  
          documentation.  Physical security of building warehouses  
          are described in the "Physical Security" section and are 
          primarily directed toward the prevention of loss resulting  
          from break-ins.  The determination of adequate physical  
          security for warehouses is a management decision taking  
          into consideration location, structural integrity of the  
          building, value of assets involved and periods of exposure  
          (unmanned or unguarded).  This section deals with the  
          internal controls within warehouse facilities. 
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  10. b.  Proper documentation is a very important factor in  
          controlling shrinkage from warehousing facilities. 
  
      c.  Incoming shipments must be checked for accuracy.  All  
          shortages, overages, damages must be noted and signed for  
          before carrier leaves. 
  
      d.  All shipments must be posted to a freight register  
          immediately upon receipt. 
  
      e.  Merchandise must be checked carefully against purchase order  
          to determine correct prices. 
  
      f.  Activity and department managers will insure that price  
          marking is accomplished accurately. 
  
      g.  All marking and ticketing of merchandise must be carefully  
          controlled. 
  
      h.  Warehoused merchandise must be carefully arranged to  
          preclude having the same merchandise in more than one  
          location. 
  
      i.  Warehousemen must be instructed in the proper method of  
          stacking and picking merchandise to prevent damage to  
          merchandise and accidents to personnel. 
  
  11. Patron and employee refunds. 
  
      a.  Central refund desks (customer service areas) help reduce  
          shortages, since the possibility of refund fraud is limited  
          to the employees at the desk.  Equally important, the  
          central refund desk enables management reconciliation of  
          refund vouchers with returned merchandise, making possible  
          an excellent control system. 
  
      b.  Refund clerk qualifications should be based upon integrity  
          and the ability to deal with the public.  Refund personnel  
          must be able to exercise independent judgement and deal  
          pleasantly with problem situations. 
  
      c.  Refund/credit slips are to be consecutively numbered and  
          issued numerically.  Voided refund/credit slips are to be  
          retained and turned into accounting at the close of business  
          day. 
  
      d.  Refund check slips are to be filled out completely with an  
          accurate description of the merchandise returned and a sales  
          slip attached.  Verifying the amount of the refund with the  
          actual selling price in the exchange will reveal fraudulent  
          practices. 
  
      e.  A refund may be issued for merchandise paid for by check  
          only after at least seven working days have elapsed in order  
          to insure that it has not been dishonored. 
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  11. f.  Fraudulent refunds and credits issued to nonexistent persons  
          or addresses can be a major loss for exchanges.  Refund  
          customers may be sent a form letter enclosing a self  
          addressed stamped envelope.  The letter should inquire if  
          the refund was handled satisfactorily and the reason for  
          return.  Actual purpose of the letter is to determine if  
          fraudulent refunds or credits are being issued. 
  
  12. Void and "no sale" procedures. 
  
      a.  The area of an exchange that is most vulnerable to loss is  
          the cash register.  An effective loss prevention program  
          must include the prevention of fraudulent voids and the  
          careful monitoring of "no sales" or "O" rings.  It is  
          important to enlist the help of the patron.  A simple sign  
          such as one of the following can provide results: 
  
          (1)  "CASH REFUNDS WITH REGISTER RECEIPTS ONLY" 
  
          (2)  "CASHIERS REQUIRED TO ISSUE REGISTER RECEIPT FOR ALL  
               PURCHASES." 
  
          (3)  "PLEASE RETAIN REGISTER RECEIPT FOR FUTURE ADJUSTMENT." 
  
          (4)  "DID YOU GET YOUR REGISTER RECEIPT?" 
  
      b.  Supervisors should issue overring slips and authorize voids  
          in the presence of customers and before transaction proceeds.   
          Voided cash register receipt will be attached to the overring  
          slip by a supervisor and placed in the cash register to be  
          turned in with other media and cash at the close of the  
          business day. 
  
      c.  The accounting department should keep a record of void  
          frequency for all cashiers. 
  
      d.  "NO SALES" or "O" rings should be carefully monitored.   
          Cashiers should have very little reason to open cash  
          drawers during the day except when ringing a sale. 
  
  13. Special items for food service and club operations. 
  
      a.  Each employee will be fully oriented by the activity manager  
          as to meal privileges (if any), and established control  
          procedures. 
  
      b.  Refrigerators should be kept locked except when food is  
          being issued. 
  
      c.  Employees must be prohibited from removing leftover food  
          from food service activity. 
  
      d.  Unauthorized personnel will not be permitted to enter the  
          kitchen, storage or serving area of a food activity. 
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  13. e.  Personnel collecting cash will be provided with current  
          price lists indicating items available for sale, selling  
          price and portion sizes.  This to be retained at the cash  
          register for review by the cashier and patrons upon request. 
  
      f.  Liquor storage rooms and cabinets will be secured at all  
          times except when the manager must issue, receive or  
          inventory the merchandise. 
  
      g.  Liquor on the bar will also be secured at all times during 
          nonoperating hours. 
  
      h.  Bar dispensing controls and daily inventories will be  
          strictly adhered to as per Enclosure (35) to this Manual. 
  
  14. Special items for service station operations. 
  
      a.  Fuel pump calibration tests by a state inspector must be  
          performed semi-annually; however, the pumps should also be  
          calibrated whenever management has reason to suspect a  
          problem. 
  
      b.  Maintenance and repair of fuel pumps will be accomplished  
          only by authorized personnel. 
  
      c.  Condensation tests must be made at least monthly or after  
          a rainfall, and any condensation exceeding three inches  
          removed. 
  
      d.  Stick readings will be made on each fuel tank at the close of 
          business and prior to opening each day. 
  
      e.  When a discrepancy exists between the pump meter computation  
          and the computed consumption of the stick readings, which  
          cause the NAFA officer to be concerned, a record should be  
          kept daily of comparison between withdrawals (outgo) and  
          gauge stick readings. 
  
      f.  The NAFA officer should periodically verify the actual pump  
          meter readings compared to those reported by the station. 
  
      g.  When a pump attendant is relieved at the end of a shift,  
          readings of the assigned pump should be taken by the manager. 
  
      h.  Where practicable, a register with a cash key, charge key and  
          at least four departmental keys should be utilized for  
          proper sales analysis.  One key is for recording of fuel  
          sales, one for motor oils, one for parts and accessories  
          and one for labor. 
  
      i.  At the end of each business day, the service station daily  
          report and original job sheets for all rendered services  
          will be submitted to the accounting office to be verified  
          against the monies turned in. 
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  14. j.  On a daily basis, the service station manager will verify,  
          record and reconcile the total fuel pump dollar meter  
          reading to the net cash register reading for fuel sales. 
  
      k.  When service station hours extend past dusk, a minimum of  
          cash should be retained in the cash register. 
  
      l.  All motor oil products must be physically inventoried daily. 
  
      m.  Mechanic's tools, testers, gauges, etc., should be returned  
          to proper storage places after use. 
  
      n.  Work orders should be prepared at the time any work is  
          accepted.  They must be numerically controlled, including  
          voids, and issued sequentially. 
  
  15. Vending machine loss prevention. 
  
      a.  Each NAFA owned vending and amusement machine must have  
          a number assigned so that all machines may be accounted for  
          and controlled.  Contracted machines should be listed on a  
          locator sheet maintained at the NAFA office. 
  
      b.  All vending and amusement machines should be equipped with 
          nonresettable counters to enable the reconciliation of cash 
          receipts.  A counter reading should be taken each time the  
          machine is restocked.  The sell price value of items used in  
          restocking should agree with the cash receipts.  The best  
          control is to have vending machines filled to capacity each  
          time the machine is restocked. 
  
      c.  When receipts are collected by the contractor an exchange  
          employee should accompany the contractor's serviceman to  
          verify proper collection and restocking procedures. 
  
  16. Inspections and reviews. 
  
      a.  The NAFA officer should conduct a Loss Prevention Survey 
          (figure 40-3) at least annually to determine the overall  
          internal and external security posture of the activity. 
  
  17. Standards of conduct. 
  
      a.  The Coast Guard NAFA as a government instrumentality must  
          adhere to standards of conduct which are beyond reproach.   
          Any breach of ethics bring dishonor to the Coast Guard. 
  
      b.  NAFA procurement and executive personnel, who by the nature  
          of their positions are entrusted with spending large amounts  
          of NAFA funds, must be especially cognizant of adherence to  
          the standards of conduct and the avoidance of any conflict  
          of interests. 
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  17. c.  A conflict of interest exists when the person selecting  
          items for procurement, selecting a contractor, placing an or 
          contract has a financial interest in the business of the firm 
          receiving an order or contract, or is in a position to  
          benefit because of a family interest. 
  
      d.  NAFA personnel must at all times in their dealings with  
          contractors and potential contractors conduct themselves  
          impartially and without personal prejudice or favor.  Any  
          conduct that may lead to the appearance of favoritism is to  
          be scrupulously avoided.  Any personal association with  
          individual contractors or potential contractors must 
          be limited to the normal courtesies extended to all firms. 
  
      e.  NAFA officers must exhibit "zero" tolerance of unethical  
          practices.  While it may be true that most employees cannot  
          be "bought" for a lunch or a pair of theater tickets, the  
          acceptance of these types of favors constitutes commercial  
          bribery, which is illegal on the part of the giver and  
          receiver.  It disposes the receiver to view the vendor  
          offering the gift in a more favorable light.  Once a gratuity 
          no matter how insignificant, is offered and accepted, the  
          employee loses the impartiality that enables the vendor's  
          merchandise service, or performance to be evaluated  
          objectively. 
  
      f.  Personnel in positions of authority to include activity  
          managers and assistants, warehouse supervisors, and  
          department managers, etc., must be especially cautious in  
          their dealings with vendors.  It is not unknown for gifts  
          and favors to be offered to persons not concerned with  
          actual purchasing of goods or services, but who are in 
          a position to show favoritism to one person's merchandise or  
          service over another's. 
  
      g.  The attention of all NAFA personnel is also directed to  
          professional ethics discussed in 3.G.(4) of this Manual, the  
          Standards of Conduct outlined in Enclosure (53), Chapter II  
          and Nepotism, which is explained in Enclosure (53),  
          3.F.(3)(e). 
  
  18. Procurement. 
  
      a.  The following practices in the procurement area are  
          considered acceptable when handled properly: 
  
          (1)  One or two free items with a dozen type purchases are  
               permissible providing the free goods are shown on the  
               purchase order, priced properly and sold in the  
               exchange. 
  
          (2)  Mini samples for customer give-a-ways may be listed on  
               the order and given to customers. 
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  18. a.  (3)  Manufacturers' samples may not be solicited.  However,  
               if unsolicited small value items are received they will  
               be picked up, priced and placed on sale in the exchange.   
               Items value at $25.00 or more are not considered "small  
               value" and therefore must be returned to the vendor. 
  
          (4)  Cigarette or other display allowances may be accepted  
               only in check form and only when made payable to the  
               specific NAFA. 
  
          (5)  The Department of Defense (DOD) publishes periodically a 
               suspension/disbarment listing of vendors.  These  
               listings will be distributed as received to highlight  
               possible variances in standard business practices.  It  
               is strongly recommended that NAFA units cease dealing  
               with these vendors.  In instances where the NAFA deems  
               it necessary to continue the business relationship  
               during the debarment period, the rationale for the 
               exception shall be fully documented and maintained on  
               file at the unit level. 
  
  19. Dishonored check collection procedures. 
  
      a.  Check acceptance procedures are provided in Chapter 4-b.5 of  
          this Manual.  When a deposited check is returned by the bank  
          for any reason, the following procedures apply as  
          appropriate: 
  
          (1)  All dishonored checks received from the bank should be 
               redeposited immediately. 
  
          (2)  If the check does not clear the second time, the check 
               maker/endorser should be notified by telephone and  
               immediate reimbursement be requested.  Reimbursement  
               includes the amount of the check plus any bank charges  
               and the NAFA service charge.  Long distance calls should 
               only be made if the unit has access to FTS or AUTOVON.   
               Collect calls should be made if the check maker can not  
               be reached by these telecommunication systems. 
  
          (3)  If the check maker can not be contacted by telephone or  
               if after telephone contact is made and no restitution  
               is received within a reasonable period (7 days), then  
               prepare a Dishonored Check Notification (CG-5287),  
               Figure 40-6, a five part form.  Mail the original copy  
               of the Dishonored Check Notification to the check 
               maker and the duplicate to the maker's commanding  
               officer or check control officer at Army installations.   
               The remaining copies are placed in a suspense file. 
  
          (4)  If restitution isn't made within 21 days after the  
               original notice was mailed, send the triplicate of the  
               Dishonored Check Notification to the check maker and the  
               quadruplicate to the commanding officer requesting  
               collection assistance.  The last copy of the  
               notification form is retained in the dishonored check  
               file. 
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  19. a.  (5)  A record by date should be maintained by the NAFA unit  
               of all attempts to contact the dishonored check maker.   
               In addition, all remarks made by the check maker should  
               be noted, if contacted.  A listing of military locator  
               addresses is provided in Figure 40-6 for locating  
               individuals who cash dishonored checks. 
  
          (6)  Dishonored checks should be filed alphabetically and  
               secured in the NAFA safe. 
  
          (7)  Dishonored checks from military dependents should be  
               processed as if the check has been written by the  
               dependent's sponsor. 
  
          (8)  These procedures are also applicable to civilian  
               patrons and retired military personnel with some  
               modifications as appropriate. 
  
          (9)  If the above procedures do not result in the collection  
               of dishonored checks, then the use of law enforcement  
               agencies or a check collection agency would be  
               necessary depending upon the number and value of the  
               uncollected checks. 
  
      b.  Write off of dishonored checks.  If all reasonable  
          efforts to collect a dishonored check have failed and the  
          NAFA Officer determines there is little possibility of  
          collection or if restitution has not been made within 90  
          days, initiate action to write off the amount of the 
          check and the bank fee.  Action should still continue to  
          obtain restitution. 
  
      c.  Forgery.  When forgery or misrepresentation is suspected,  
          request assistance from Coast Guard Intelligence.  If  
          requested, the forged instruments should be released to Coast  
          Guard Intelligence upon obtaining a receipt for the  
          instruments. 
  
      d.  The NAFA Officer may also obtain listings of personnel  
          transferring from the NAFA unit in order to obtain  
          reimbursement from departing personnel who are indebted to  
          NAFA. 
  
      e.  These procedures are not intended to restrict management  
          with respect to those individual instances where strict  
          compliance with established policies and procedures may not  
          be in the best interests of NAFA or the patron.  Such  
          situations must be approached with discretion and responsible  
          judgement.  People directly involved in check-cashing and  
          dishonored-check collection must be informed that all  
          situations are not necessarily alike.  Non-routine matters  
          must be refereed to supervisors who will carefully review  
          the circumstances and take necessary action. 
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  Encl. (40) to COMDTINST M7010.5 
  
                          MILITARY LOCATOR ADDRESSES 
  
                             ALL BRANCHES 
  
  Discharged former          National Personnel Records Center 
  Active Duty and            Military Personnel Records 
  Reserve                    9700 Page Boulevard 
                             St.  Louis, MO  63132-5200 
                             Tel. (314) 263-3901 
  
  
|                            U.S. ARMY 
  
| Active Duty                Army Worldwide Locator 
|                            U.S. Army Enlisted Records 
|                            Evaluation Center 
|                            ATTN:  PCRE-RF 
|                            Ft. Benjamin Harrison, IN  46249-5301 
|                            (317) 542-4211 
  
| Reserve/Retired            National Personnel Records Center 
|                            Military Personnel Records 
|                            9700 Page Boulevard 
|                            St. Louis, MO  63132-5200 
|                            Tel. (314) 263-3901 
  
| AWOL/Deserters             Department of the Army 
|                            U.S. Army Enlisted Records 
|                            Evaluation Center 
|                            ATTN:  PCRE-RD-N 
|                            Ft. Benjamin Harrison, IN  46249-5301 
|                            Tel. (317) 542-3355 
  
  
|                            U.S. NAVY 
  
| Active Duty                Chief of Naval Personnel 
| Active Duty Reserves       PERS 312D 
| Retired                    Washington, DC 20370 
| AWOL/Deserters             Tel. (703) 614-3155 
  
  
|                            U.S. AIR FORCE 
  
| Active Duty                Headquarters AFMPC 
| Reserve                    RMIQL 
| Retired                    Randolph AFB, TX 78150-6001 
|                            (512) 652-5775 
  
 
 
 
 
 
 
 
 
 
 
 
 
                                  Figure 40-5                       CH-28 
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                     MILITARY LOCATOR ADDRESSES (cont'd)  
  
                             U.S. MARINE CORPS 
  
| Active Duty                CMC 
| Reserve                    MMRB-10 
|                            HQ Marine Corps 
|                            Building 2008 
|                            Quantico, VA 22134-5002 
|                            (703) 640-3942 
  
| Retired                    CMC 
| (Must write)               MMSR-6 
|                            HQ Marine Corps 
|                            Washington, DC 20380-0001 
  
|                            U.S. COAST GUARD 
| Active Duty                Commandant (G-PIM-2) 
|                            U.S. Coast Guard 
|                            2100 2nd St. SW 
|                            Washington, DC 20593-0001 
|                            (202) 267-1340 
  
| Reserve                    Commandant (G-RSM-3) 
|                            U.S. Coast Guard 
|                            2100 2nd St. SW 
|                            Washington, DC 20593-0001 
|                            (202) 267-0547 
  
| Retired                    Commandant (G-PS-5) 
| (Must write)               U.S. Coast Guard 
|                            2100 2nd St. SW 
|                            Washington, DC 20593-0001 
  
  CH-28                           Figure 40-5 
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                          ITEMS AUTHORIZED FOR SALE 
  
  A.  NAFAs are authorized to stock and sell only those items of  
      merchandise established in the "Armed Services Exchange Regulations"  
      and listed in EXHIBIT A. 
  
  B.  Price limitations on authorized items, as prescribed in this list,  
      means the cost or invoice price of the merchandise exclusive of  
      transportation charges. The "Armed Services Exchange Regulations"  
      provides for changing these price limitations whenever a 5% change in  
      the Bureau of Labor Statistics Wholesale Price Index for Industrial  
      Commodities has been existent for a period of six (6) months.   
      Changes will be issued to coincide with DOD revisions. 
  
  C.  The limitations herein apply to Coast Guard NAFAs within the  
      forty-eight (48) contiguous United States.  Outside CONUS, this  
      list shall be used as a guide.  Additional items may be stocked only  
      when listed in NAVRESO Price Agreement Bulletins (PABs) or otherwise  
      approved for sale in DOD exchanges in the same area. 
  
| D.  Unless the NAFA is authorized to operate a grocery, exchange  
|     activities may stock and sell a range of convenience grocery items,  
|     except for fresh meat and produce.  Grocery items may be sold without 
|     limitation to the number of items or container size. 
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  Exhibit A 
  Enclosure (41) to COMDTINST M7010.5, CH-9 
  17 DEC 1981 
  
              Authorized Resale Items in CONUS Exchanges 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
  Food and Confections 
  
     Baby Food 
  
     Bacon 
  
     Bread 
  
     Candy 
  
     Chewing gum 
  
     Cookies or crackers 
  
     Eggs 
     Ground coffee 
  
     Ice Cream 
  
     Milk 
  
     Nuts, popcorn and potato chips 
  
     Snack-type packaged food items 
  
  Beverages 
  
     Beer 
  
     Soft drinks 
  
  Tobacco and Accessories (exclusive of 
  those made of precious metals) 
  
     Ash trays 
  
     Cases, cigarette 
  
     Cigarette boxes 
  
     Cigarettes 
  
     Cigars 
  
     Flints and wicks 
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  Exhibit A 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
                                          
     Fluid, lighter 
     Holders, cigar or cigarette 
  
     Humidors 
  
     Lighters 
  
     Matches 
  
     Moisteners, tobacco 
  
     Paper, cigarette 
  
     Pipe cleaners 
  
     Pipe filters 
  
     Pipes 
  
     Pipe racks 
  
     Pouches, tobacco 
  
     Tobacco 
  
     Snuff 
  
  Toiletries and Drugs 
  
     Belts, sanitary 
  
     Bottles, infants', including nipples 
  
     Brushes, tooth 
  
     Brushes 
  
     Containers, soap, tooth brush, etc, 
  
     Cotton, absorbent 
  
     Cream, dental 
  
     Combs, pocket 
  
     Dental floss 
  
     Dentifrices 
  
     Deodorants, perspiration 
  
     Douche bags 
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  Exhibit A 
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Hair preparations 
  
     Jelly, petroleum 
  
     Lipstick (exclusive of those 
     with containers made of 
     precious metals) 
  
     Napkins, sanitary 
  
     Nets, hair 
  
     Pins, hair and bobby 
  
     Polish, nail 
  
     Pomade, lip 
  
     Powder, face and compact 
  
     Powder, foot 
  
     Powder, talcum 
  
     Powder, tooth 
  
     Prophylactics 
  
     Puffs, powder 
  
     Remedies, standard, first aid 
     (items and brands as approved 
     by the Surgeon General) 
  
     Remover, nail polish 
  
     Rouge, including eye make-up 
  
     Shampoo 
  
     Shaving accessories and supplies 
  
     Skin creams and lotions 
  
     Soap 
  
     Solution, antiseptic 
  
     Tissue, cleansing 
  
     Tissue, toilet 
  
     Wigs, falls, wiglets, 
     chignons, etc. 
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  Exhibit A 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
  Stationary and Supplies 
  
     Books, manuals and periodicals 
  
     Books, scrap 
  
     Calculators, electronic 
  
     Cards, greeting, including 
     postal 
  
     Cards, playing 
  
     Envelopes 
  
     Games 
  
     Ink 
  
     Paper, writing 
  
     Pencils, mechanical and lead 
  
     Pens, holders and points 
  
     Photograph albums, including 
     mounting aids 
  
     Photo frames (exclusive of 
     those made of precious metals) 
  
     Stationary supplies 
  
     Training aid supplies 
  
     Typewriters, portable 
  
  Clothing and Accessories 
  (Military Type)  
  
     Bags, shoulder 
  
     Belts 
  
     Caps 
  
     Cap covers 
  
     Cuff links (military) 
  
     Garters 
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  Exhibit A 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST PRICE 
  
     Gloves 
  
     Insignia 
  
     Mufflers 
  
     Neckties 
  
     Shirts 
  
     Shoes 
  
     Socks 
  
     Cloth and findings (for 
     outer garments of tailor- 
     made uniforms) 
  
     Outer garments, in 
     accordance with 
     Departmental regulations 
  
  Clothing and Accessories 
  (Civilian Type)  
  
     Belts 
     Boots, Men's and ladies' 
  
     Children's clothing 
     and footwear 
  
     Coats, outerwear, men's 
     and ladies' except fur 
  
     Collar stays 
  
     Dress shields 
  
     Dresses 
  
       Ladies' sports and 
       casual and multiple sets 
  
       Maternity 
  
     Gloves 
  
     Handkerchiefs 
  
     Headwear, rain hats 
     and others 
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  Exhibit A 
                                              
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Handbags 
  
     Helmets 
  
     Infants' clothing 
  
     Intimate apparel, female 
  
        Brassieres 
  
        Girdles and garter belts 
  
        Gowns 
  
        Panties 
  
        Slips 
  
     Men's multi-piece sets 
  
     Mufflers 
  
     Neckties 
  
     Overshoes and rubbers 
  
     Pants for sports/casual wear 
  
     Pajamas 
  
     Robes 
  
     Sandals, bath 
  
     Shirts and Blouses, 
     dress and sports 
  
     Shoes 
  
        Men's and ladies' 
  
        Athletic 
  
     Shorts and trunks 
  
     Skirts 
  
     Slippers 
  
     Socks 
  
     Sports Coats 
  
     Stockings 
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  Exhibit A  
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Supporters, athletic 
  
     Suspenders 
  
     Sweat shirts 
  
     Sweaters 
  
     Swim suits and trunks 
  
     Umbrellas 
  
     Underwear 
  
     Yard goods 
  
     Work clothes 
  
  Jewelry 
  
     Bracelets                              6.73     * 
  
     Charms                                 2.02     * 
  
     Clips or pins, 
     Tie or collar                          4.71     * 
  
     Compacts                               6.73     * 
  
     Cuff links                             6.73     * 
  
     Earrings                               6.73     * 
  
     Identification chains                  3.37     * 
  
     Lockets                                3.37     * 
  
     Necklaces                              6.73     * 
  
     Pins                                   6.73     *  
  
     Rings 
  
       Diamonds                                      1/2 carat 
  
       Others                              45.50     * 
  
     Watches 
  
     Watch straps and attachments           5.32     * 
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  Exhibit A 
  
                                           BASE PRICE      CURRENT 
  ITEM                                       1967         COST LIMIT 
  
     Jewelry, with military 
     insignia (non-uniform)               $16.67     * 
  
  *  Current cost limit for those jewelry items marked with an 
     asterisk will be computed on the first day of each month based 
     on the lowest full multiple of the Handy and Harman base price 
     of gold on that date in relation to the 1967 base price of $35 
     per ounce.  (For example, gold at $500 per ounce is 14 times 
     the 1967 base price of $35.  The cost limit on bracelets would 
     therefore be 14 X $6.73, or $94.20). 
  
  Housewares and Accessories 
  
     Accessories, kitchen, such as 
     pots, pans bowls, pitchers, 
     can openers, spatulas, egg beaters 
     food choppers, cutlery and 
     paper products 
  
     Baby furniture 
  
        Car seats 
  
        Safety gates 
  
        Bassinets and car beds 
  
        High chairs, mattresses, 
        and play pens 
  
        Strollers, baby baths, 
        cribs, baby buggies, 
        chest of drawers, walkers 
  
     Bags, garment and laundry 
  
     Bathroom fixtures and accessories, 
     such as mats, towel bars, glass 
     holders, toothbrush holders, 
     fixture covers 
  
     Blankets, sheets and pillow cases 
  
     Cleaning and maintenance 
     equipment and supplies, carpet 
     sweepers, ironing boards, 
     kitchen stools, clothes dryers, 
     and all others 
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  17 DEC 1981  
  
  Exhibit A 
                                            
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Clocks (exclusive of those 
     made of precious metals 
  
     Decorative housewares and 
     accessories                           44.56         124.75 
  
     Dinnerware 
  
        Up to 6-piece setting 
  
        Serving accessories 
  
     Electrical appliances 
  
        Floor polishers 
  
        Food processors, fans and 
        coffee makers 
  
        Humidifiers 
  
        Rotisseries and 
        roasters/broilers 
  
        Vacuum cleaners 
        Microwave Ovens 
        All others 
  
     Electrical supplies, such as 
     bulbs, plugs, outlets and wire 
  
     Flatware, including chest 
     (limit per set of 34 pieces) 
  
     Glasses, drinking 
  
     Hangers, clothing 
  
     Home and automotive phono 
     stereo self-contained units, 
     including speakers (speakers 
     may be detached but must be 
     included in the total unit 
     cost)                                309.52         666.65 
  
     Lamps, all types 
  
     Linens, table 
  
     Plants and shrubs 
  
     Radios, table and portable, 
     including automotive types            70.86        198.40 
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  Enclosure (41) to COMDTINST M7010.5, CH-9 
  17 DEC 1981  
  
  Exhibit A 
   
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Sewing accessories 
  
     Sewing machines, including 
     cabinets and accessories 
  
     Tape recorders, including 
     sound tape tracks and video 
     recorders 
  
     Tapes, phono records and 
     supplies 
  
     Washing machines, small 
     portable type 
  
     Window curtains and shades 
     except venetian blinds 
  
  Miscellaneous 
  
     Bags, sleeping, including 
     mattress 
  
     Belts, money 
  
     Brushes, shoe 
  
     Button boards 
  
     Cloth, metal polishing 
  
     Cloth, shoe 
  
     Cosmetic sets 
  
     Dresser sets 
  
     Flashlights, bulbs and 
     batteries 
  
     Hampers 
  
     Key containers 
  
     Kits, toilet 
  
     Knives, pocket or 
     sporting 
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  17 DEC 1981 
  
  Exhibit A 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
     Laces, shoe 
  
     Locks 
  
     Luggage, foot lockers, 
     duffle bags, etc. 
  
     Manicure implements 
  
     Mirrors 
  
     Nail files 
  
     Needles and thread 
  
     Perfume and toilet water 
  
     Pet food and supplies 
  
     Polish, shoe 
  
     Religious goods (laymen only) 
  
     Scissors 
  
     Shoe cleaning supplies 
  
     Shoe trees 
  
     Soap, laundry 
  
     Soap, saddle 
  
     Solar Collectors (self-installed types) 
  
     Stopper, ear 
  
     Storm Windows and insulation materials 
     (do-it-yourself types) 
  
     Sunglasses, utility type 
  
     Towels 
  
     Toys 
  
     Trunks 
  
     Wallets 
  
     Wash cloths 
  
     Wood Burning Stoves and Accessories 
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  Enclosure (41) to COMDTINST M7010.5, CH-9 
  17 DEC 1981 
  
  Exhibit A 
  
                                          BASE PRICE      CURRENT 
  ITEM                                       1967        COST LIMIT 
  
  Sports and Recreational 
  Equipment and Supplies 
  
     Aquatic equipment 
  
     Bicycles 
  
     Cameras and projectors 
  
     Camera and Projector 
     Accessories 
  
     Fishing equipment 
  
     ?   club sets 
  
     Guns and gun accessories 
  
     Power tools, outdoor power 
     equipment, including lawn 
     mowers, edgers, snow blowers 
  
     Ski equipment                        108.70         304.35 
  
     Surfboards 
  
     Tents 
  
     All other items of sports 
     recreational, garden and 
     manual arts equipment and 
     supplies, photographic 
     supplies and film 
  
  Automotive 
  
     Gasoline and oil 
  
     Supplies and accessories 
     (Special order for do-it- 
     yourself customers; no limit) 
  
     Batteries 
  
     Tires 
  
  NOTE 1:  Items made of "precious metals" include those made of gold,  
           silver, or other metals of similar or greater value, and items  
           plated or filled with those metals.  The term "precious metals"  
           does not exclude the stocking of items with minor ornamentation  
           of those metals. 
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  Encl (42) to COMDTINST M7010.5, CH-14 
  8 DEC 1982 
  
                              MERCHANDISE ASSORTMENT PLAN 
  
  1.  PURPOSE:  To provide a working tool for the selection of 
      merchandise assortments and to improve NAFA's ability to satisfy the 
      majority of authorized patrons within the limited space and financial 
      resources available to the command. 
  
  2.  DEFINITIONS: 
  
      a.  Line item is an item of merchandise stocked for resale.   
          Different sizes or colors of a product are considered separate 
          and distinct line items. 
  
      b.  Minimum Monthly Sales Per Line Item is the minimum threshold 
          level of sales which would justify retention of a line item in  
          inventory. 
  
      c.  Minimum Monthly Sales Per Square Foot is the minimum sales 
          efficiency level for the use of shelf or floor space used in 
          merchandising a particular group of line items.  It is not 
          applicable to all line items. 
  
      d.  Stock-to-Sales Ratio indicates the average size of inventory 
          required to support a particular sales department or group of 
          line items on a monthly basis.  Example:  A ratio of 1:1 sets 
          average inventories at a one month supply.  See enclosure (10) 
          for a more detailed explanation. 
  
  3.  DISCUSSION: 
  
      a.  The Merchandise Assortment Plan (figure 42-1) is a departmental 
          guide for a balanced investment in resale inventories which  
          are in highest demand throughout the nation.  The assortments are 
          based on data extracted from a number of national surveys, 
          military market reports, and private sector retailing reports.  
          These departmental guides are predicated on the underlying  
          assumption that a job worth doing is worth doing well.  With the 
          same view, a sales department should be stocked with a solid 
          assortment of necessities for the benefit and convenience of the  
          patron. 
  
      b.  Conversely if NAFA is unable to be price competitive (based upon 
          a recent price comparison survey) or otherwise unable to commit 
          the space and financial resources to do a job well, then the 
          resources should be shifted into other departments with greater 
          potential for satisfying the needs of the patron. 
  
      c.  The stocking advice codes are based on the strength of national 
          demand and the ability of different sized exchanges to adequately  
          merchandise, finance, and sell the line items listed.  The line 
          item stocking advice codes listed in priority sequence are: 
  
                ADVICE CODE                  MEANING                
  
                     A               Authorized and recommended. 
  
                     O               Optional stocking. 
  
                     N               Not recommended for stocking. 
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  8 DEC 1982 
  
  3.  d.  Due to geographical differences in customer preferences,  
          additional criteria is provided to evaluate whether or not  
          continuation of a particular line item is warranted.  Items which 
          fail to meet the minimum expected sales criteria should be 
          considered for replacement with items of higher local popularity. 
  
      e.  A line item departmental check list of the fastest selling items 
          is provided in figure 42-2.  Its use will enhance awareness of 
          patron demand and minimize the possibility of an out-of-stock 
          condition.  As an example, one check list shows the top 50 
          cigarette brands on the Maxwell Report.  These items generate 
          almost 83% of cigarette sales nationwide.  Therefore, an exchange 
          could satisfy 83% of its department #1 customers by maintaining 
          a good in stock position on 50 items.  The intent of the check 
          list then is to cause extra attention to be focused on key items 
          in each department. 
  
  4.  Use of Merchandise Assortment Plan: 
  
      a.  Implementation. 
  
          (1)  Plan and schedule in depth reviews of stocking patterns 
               within each depart.  Involve departmental supervisors, 
               employees, and advisory boards to the maximum extent 
               practical. 
  
          (2)  Using copies of figure 42-1, review listing of recommended 
               stock list for the sales volume category of the exchange.   
               Use the most current price comparison survey to identify 
               what the competition is doing. 
  
          (3)  For Advice Code "A": 
  
               (a)  If item is stocked, move to the minimum expected sales  
                    columns for review of space allocation and sales level 
                    criteria.  If demand fails to justify stocking, 
                    clearance should be considered unless other factors 
                    justify continued stocking. 
  
               (b)  If not stocked, consideration should be given to  
                    introducing new items on a test basis. 
  
          (4)  For Advice Code "O": 
  
               (a)  If item is stocked, sales demand should exceed the 
                    values listed in the minimum expected sales columns. 
                    Otherwise the item should be discontinued or 
                    reclassified to a special order item. 
  
               (b)  If item is not stocked, consideration may be given to 
                    stocking after patron demand for all advice code A 
                    items has been met. 
  
          (5)  For Advice Code "N": 
  
               (a)  If item is stocked, sales demand should exceed the 
                    values listed in the minimum expected sales columns. 
  
               (b)  If not stocked, consideration should not be given until 
                    the patron demands for all items with advice codes A 
                    and O have been satisfied. 
  
                                     2 
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  4.  b.  Review and Restocking. 
  
          (1)  The check lists are provided for a weekly departmental 
               review of key inventories on the sales floor which provide 
               80% of total dollar sales.  They may be amended and 
               reproduced to fit local needs. 
  
          (2)  Reorder points may be included in the column provided to 
               facilitate timely replenishment. 
  
          (3)  The lists should be completed on a weekly basis by the 
               employee(s) responsible for maintaining departmental 
               inventories and reviewed by the supervisor authorized to  
               order reserve stock out of the warehouse or initiate  
               ordering action. 
  
          (4)  The exchange officer should periodically review the 
               department check lists to insure that: 
  
               (a)  Inventories are being properly monitored. 
  
               (b)  Out-of-stock items are promptly replaced from warehouse 
                    reserves. 
  
               (c)  Emergency ordering actions are initiated for advice 
                    code A items which are completely out-of-stock. 
  
  5.  Helpful Hints: 
  
      a.  The amount of time spent on inventory control should be in 
          reasonable proportion to the items which produce highest 
          inventory turnover.  These have been identified in the check 
          list as advice code "A" items. 
  
      b.  Many suppliers maintain unit control records or have their sales 
          data computerized.  Ask for a copy! 
  
      c.  Where categories such as notions, magazines, hardware, or fishing 
          items are ordered from one source, it is possible to use the 
          order or shipping documentation to establish a monthly average 
          purchase value which can be converted to retail and measured 
          against the square foot area assigned. 
  
      d.  Check age coded merchandise and periodically review shelves to  
          determine what's selling or not selling. 
  
      e.  The exchange manager should personally check at least one 
          department each week. 
  
      f.  Inventories which fail to sell, provide service to no one! 
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Enclosure (43) to COMDTINST M7010.5, CH-11 
22 JUN 1982 

  
INVENTORY CONTROL 

  
  1.  Discussion.  The Open To Buy (OTB) System is an economic  
      necessity for managing cash resources, controlling purchases and  
      controlling inventory levels by sales departments and activities.   
      It is the command guidance to the NAFA Officer/Activity Manager on  
      how to best serve the interests of the command through investment of  
      available resources.  Maintenance of an OTB System is mandatory for  
      all large NAFA's.  Small NAFA's are encouraged to use the OTB System  
      for total activities rather than departments. 
  
  2.  Procedures. 
  
      a.  The Open To Buy form (figure 43-A, CG-5304) is prepared monthly  
          for each selling department and activity.  The OTB is maintained  
          either at cost or sell depending upon the accounting method used  
          and involves using budget estimates for sales and planned ending  
          inventory levels.  All other data is provided from the accounting  
          record. 
  
      b.  The OTB are the dollars available for merchandise purchases.  If  
          OTB dollars are insufficient in a department due to excessive  
          and/or obsolete inventory, capital transfers may be made from  
          other departments in order to prevent an out-of-stock condition  
          on basic necessity items.  Further management action may be  
          required to survey, markdown, or otherwise cure the deficiency  
          which exists. 
  
      c.  The OTB calculation is prepared on the OTB form (CG-5304) as  
          follows: 
  
          (1)  Enter estimated sales.  Reduce this figure to cost using the 
               historical gross profit percentage or data if on the  
               inventory cost method.  This applies to all entries for cost  
               operations. 
  
          (2)  Enter planned ending inventory for the month.  Ending  
               inventories are planned in accordance with the stock to sale 
               contained in Enclosure (45) to this manual.  When actual  
               stock to sales ratios are excessive, plans to reduce  
               inventories to a realistic level need to be enacted.   
               Planned results may require three or four months. 
  
          (3)  Enter the total dollar amount of open purchase orders. 
  
          (4)  Enter the actual beginning inventory. 
  
          (5)  Plus and minus calculations equal the Open To Buy dollars.   
               This amount is entered on the top of the balance column. 
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  3.  Charges and Adjustments. 
  
      a.  Approved purchase orders are batch-totaled by department and  
          deducted from the OTB balance daily or as required, but not less  
          than weekly. 
  
      b.  Purchase orders for seasonal commitments are not charged against  
          the OTB until the month before they are scheduled to be received.   
          These PO's should be maintained in a tickler file until their  
          scheduled shipping date occurs. 
  
      c.  Receipts under blanket purchase orders are charged at the  
          beginning of the month if known.  If not, they are charged when  
          received. 
  
      d.  Adjustments to the OTB are listed on the form (CG-5304). 
  
          (1)  Adjustments for increases or decreases from estimated sales 
               should be entered at mid-month only. 
  
          (2)  Other adjustments such as merchandise transfers, markdowns  
               and PO cancellations may be entered if the amount of the  
               adjustment exceeds $500. 
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  Encl (44) to COMDTINST M7010.5, CH-13 
  
                          INVENTORY CLEARANCE AND MARKDOWN PROCEDURE 
  
  1.  Purpose:  To establish a mechanism for holding inventory clearance sales  
      and prescribe required procedures for controlling and accounting for the  
      value of the markdowns used as an incentive to clear inventories. 
  
  2.  Discussion. 
  
      a.  The selection of merchandise for resale is in many cases an educated  
          guess with respect to what the patron prefers and the price that  
          he/she is willing to pay for it.  As such, retailers are vulnerable to  
          changes in customers preferences and changes in the market place which  
          reduce the desirability of certain inventories, cause sales to  
          stagnate and thus impair the activity from introducing new items or  
          replenishing existing stocks of needed items due to the shortage of  
          working capital. 
  
      b.  A successful business is willing to manage these risks and when a problem  
          is discovered to take appropriate action to clear those inventories  
          either by returns to vendors for credit or by reducing prices to recover  
          working capital.  Markdowns are a means to stimulate sales and to  
          systematically reduce or eliminate slow-moving, damaged, shopworn, or  
          out-of-season merchandise.  The patron benefits from bargain prices and  
          the NAFA benefits from an improved cash position.  Consult the benchmark  
          ratios in Enclosures (10) and (45) for further guidance concerning  
          minimum inventory turnover rates and maximum stock-to-sales ratios. 
  
      c.  Once a decision is made to liquidate or reduce certain inventories,  
          emphasis is then focused on finding the right price at which the  
          merchandise will sell.  Figure 44-1 is provided as a guide for the  
          percentage of markdown and the frequency of subsequent markdowns, if the  
          merchandise fails to move after the initial price reduction.  Remember,  
          returns to vendors are usually less costly than progressive markdowns. 
  
  3.  Control and Accounting 
  
      A Markup/Markdown Voucher (CG-5305) in Figure 44-2 is used by the activity  
      manager to authorize the markdown, as an input to the accounting office to  
      capture the amount of gross profit lost, and by the purchasing staff as a  
      history file for reference when placing future orders.  Specific instructions  
      for completing the form are as follows: 
  
      a.  Special Sale--(e.g., Coast Guard Day) list the sale items in column (2);  
          the original retail price, old price and price difference in columns (3),  
          (4) and (5) respectively.  Record the beginning on hand quantity prior to  
          the start of the sale in column (6).  After the sale event, record the  
          ending on hand quantity in column (7).  Any sale merchandise received  
          during the event should be added to the beginning on hand quantity.   
          number of items sold during the event is the difference between columns  
          (6) and (7).  The amount of the sale markdown is equal to the number of  
          items sold times the selling price difference in column (5). 
  
      b.  End of season, slow moving, end sizes and damaged merchandise are 
          permanently marked down for clearance.  Columns 2, 3, 4 and 5 are  
          completed in the same manner described above.  After the markdowns have  
          been approved, the actual quantity of merchandise reticketed is entered  
          in column (7).  Column (7) times column  (5) equals the amount of the  
          markdown. 
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  4.  Helpful Hints. 
  
      a.  High traffic locations should be used to display clearance  
          merchandise when there are large quantities on hand.  As  
          quantities diminish, clearance areas can be located in rear  
          areas of the store. 
  
      b.  Clearance areas and racks should be kept neat and orderly.   
          Merchandise should be signed on all racks. 
  
      c.  Clearance merchandise should be reticketed with the same color  
          tickets.  If this is not practical, markdown prices can be  
          entered on the original price ticket with ink.  Line out the  
          original sell price. 
  
      d.  Enter the markdown date on the ticket so that subsequent  
          markdowns, if needed, can be taken in a timely manner. 
  
      e.  When marking down wearing apparel, establish common pricing  
          points when possible. 
  
      f.  All clearance merchandise should show the percentage of  
          price reduction.  (e.g. 25% off) 
  
      g.  The use of end caps is ideal for displaying clearance  
          merchandise. 
  
      h.  Special sale events for weekends, pay days or one and two week  
          periods can be used for reducing excess inventory of both slow  
          selling or stable merchandise. 
  
  5.  Use of Markdown Information.  Recorded markdown should be filed  
      and reviewed prior to purchasing goods of the same or similar type.   
      This is particularly advantageous when preparing purchase orders for  
      seasonal goods and wearing apparel.  For example, when ordering  
      spring wearing apparel, the following data is reviewed to  
      determine order quantity: 
  
      a.  Last year sales. 
  
      b.  Factors affecting last year sales. 
  
          (1)  Late receipt of merchandise. 
  
          (2)  Unfavorable weather conditions. 
  
      c.  Amount of inventory on hand at the end of the selling season. 
  
      d.  Amount of markdowns taken last year to clear end of season goods. 
  
      e.  Projected sales for this year.  Low markdowns and ending  
          inventory would indicate that last year's purchases were  
          reasonably well done.  However, excessive markdowns and ending  
          inventory would indicate that purchases last year were too  
          high.  Adjustments need to be made depending upon individual 
          circumstances.  The purchasing of seasonal goods and wearing ap 
          thoughtful consideration and planning. 
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MERCHANDISE SELLING DEPARTMENTS 

  
  1.  Definitions. 
  
      a.  Merchandise Selling Departments.  Merchandise selling  
          departments are established to divide the total retail  
          merchandise asortments into manageable segments.  Each  
          merchandise selling department is a significant group, in terms  
          of related goods or percent of sales and/or inventory, of 
          homogeneous retail items. 
  
      b.  Standard Departments.  To facilitate possible  
          cross-servicing of goods, personnel training, and general  
          comparability within Coast Guard NAFA, nineteen standard  
          departments have been established for use by all Coast Guard  
          NAFA's.  The nineteen standard departments consist of the  
          following eleven for retail exchanges, two for package stores,  
          and six for the grocery operations.  Figure 45-1 is a listing of  
          all departments. 
  
  2.  Department Management. 
  
      a.  Departmentalization can be used as a tool for accomplishing the  
          following: 
  
          (1)  To develop historical trends for future use in recognizing  
               seasonal and other sales fluctuations which are important  
               to budget accomplishment. 
  
          (2)  To consider the sales, along with other factors, in  
               allocation of selling space to the major merchandise  
               departments. 
  
          (3)  To make sales comparisons with other similar exchanges for  
               the purpose of determining areas for potential improvement. 
  
          (4)  To provide a basis for determining department inventory to  
               sales ratios.  Such ratios can serve to identify areas  
               (i.e., inventory overages and/or shortages) requiring  
               further action. 
  
      b.  The departmental sales percentages and the inventory to sales  
          ratios will vary according to the number of departments carried  
          and the local exchange master stock assortment of authorized  
          items (merchandise mix).  Stock assortment planning is covered in  
          Enclosure (42) and authorized items in enclosure (41).  Figure  
          45-2 provides departmental sales ratios for a normal exchange  
          "full line" store.  The package store departments and the grocery  
          departments are not included.  However, since much of the 
          merchandise is "high turnover," the inventory to sales ratios  
          for the package store and grocery are approximately 1 to 1. 
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  3.  Implementation Procedures. 
  
      a.  Rearrange merchandise in the warehouse and on the sales floor  
          according to departments.  Since merchandise departments are  
          designed according to related item and type of goods, very  
          little rearranging should be necessary.  (See Enclosures 46 and  
          47.) 
  
      b.  Maintain dollar inventory control, open-to-buy, master stock  
          assortments, and merchandise unit control records according to  
          authorized selling departments. 
  
      c.  Print the proper department number on the price tag of the item  
          so that it can be identified at the register. 
  
      d.  Program registers so that each selling department can be  
          recorded in the register at the time of sale.  If registers are  
          not capable of recording all departments, combine those  
          departments with the smallest sales volume.  When cash registers  
          are replaced, insure new registers have the capability to handle  
          all departments. 
  
      e.  Prepare all paperwork according to selling departments.  This  
          includes purchase orders; inventory sheets; returns to vendors;  
          refund, transfer, and price change vouchers; etc. 
  
  4.  Authorized Modifications. 
  
      a.  The expansion of authorized departments by larger exchanges can  
          be accomplished by establishing sub-departments as extensions to  
          the basic NAFA standard departments.  The NAFA Officer should  
          ensure that the additional sub-departments will generate results  
          that justify the extra work that is involved. 
  
      b.  The NAFA Officer may make an exception to the requirement for  
          departmental sales recording by satellite operations. 
  
| 5.  Merchandise Crossover Chart. 
|  
|     a.  Many of the Coast Guard NAFA Exchanges subscribe to the Navy  
|         (NAVRESSO) Price Agreement Bulletins (PAB's).  These bulletins  
|         are issued in the NAVRESSO department groupings and sequence.   
|         The merchandise crossover chart, figure 45-3, is provided to  
|         facilitate converting the NAVRESSO departments to the required  
          Coast Guard NAFA selling departments. 
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NAFA STANDARD DEPARTMENTS (MERCHANDISE SELLING DEPARTMENTS) 

  
  01                     Cigarettes, Tobacco Items 
  
  02                     Candy, Snack Foods 
  
  03                     Health and Beauty Aids 
  
  04                     Men's Clothing, Military, Shoes & Boyswear over  
                           size 14 
  
  05                     Specialties, Jewelry, Gifts 
  
  06                     Stationary, Office/School Supplies & Equipment, 
                           Magazines, Cards 
  
  07                     Women's Clothing, Girlswear, Children's Clothing  
                           & Domestics 
  
  08                     Household Cleaning, Appliances, Housewares, Lamps 
  
  09                     Luggage, Audio, Photographic Items, Sporting  
                           Goods, Leisure 
  
  10                     Beverages 
  
  11                     Hardware, Electrical, Automotive, Pet, Garden 
  
  12                     Wine 
  
  13                     Liquor 
  
  20                     Grocery 
  
  21                     Dairy Products 
  
  22                     Bakery 
  
  23                     Meat 
  
  24                     Produce 
  
  25                     Frozen Foods 
  
 
 
 
 
 
 
 
 
 
  Figure 45-1.  NAFA Standard Departments (Merchandise Selling Departments) 
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MERCHANDISE DEPARTMENT 
AND 

INVENTORY TO SALES RATIOS 
  
  
                                                  Full Line      Average 
  #           Department                            Store        Inventory  
                                                   Sales %       to Sales  
                                                                  Ratio 
  1     Tobacco                                      10            0.65 
  
  2     Food                                          3            1 
  
  3     Health & Beauty                               9            2.5 
  
  4     Military, Menswear, Boyswear 
          (over size 14), all shoes                  14            4 
  
  5     Jewelry and Small Leather                     4            3 
  
  6     Stationary                                    6            2.5 
  
  7     Ladies wear, Girls wear, All 
          Childrens wear (up to size 14) 
          Domestics                                  10            3 
  
  8     Household, Appliances, Lamps                 13            2.5 
  
  9     Leisure Goods, Photo, Audio, Toys 
          Luggage, Sporting Goods                    14            3 
 
   10    Beverages                                    9           .75 
  
  11    Hardware, Electrical Accessories, 
          Automotive Items, Garden, Pet 
          Supplies, All Power Tools                   8           2.5 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Figure 45-2.  Merchandise Department and Inventory to Sales Ratios 
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22 JUN 1982 

  
MERCHANDISE CROSSOVER CHART 

  
      NAVY DEPARTMENTS                                COAST GUARD DEPARTMENTS 
  
  A1  Candy and Confections                     2 
  A2  Tobacco and Smoking Accessories           1 
  A4  Convenience Food Products                 2 
  A4  Soft Drinks                               10 
  A4  Frozen Foods                              25    Grocery Group 
  A4  Regular Grocery Items:  Grocery           20 
                              Dairy Products    21 
                              Bakery            22 
                              Meat              23 
                              Produce           24 
                              Frozen Foods      25 
  
  B1  Cameras and Photographic Accessories      9     Leisure 
  B2  Flatwear Sets, Silver Plate Servers,      5     Bathroom Items and  
        Bowls, Trays and Clocks                         Outdoor Living 
  B2  Mirrors, Picture Frames                   6 
  B3  Sporting Goods                            9     Leisure 
  B4  Electrical Appliances                     8 
  B4  Electrical Supplies                       11 
  B4  Water Pik, Hairdryers                     3     HBA 
  B4  Fans, Cookers, and Warmers                8 
  B5  Consumer Electronics, Musical             9     Radios, Records, 
        Instruments and Accessories                     Tapes, Phonographs  
                                                        & Accessories 
  
  C1  Luggage                                   9     Leisure & Travel  
                                                      Items 
  C1  Small Leather                             5     Billfolds 
  C2  Stationery                                6     Calculators &  
                                                      Typewriters 
  C3  Books, Periodicals & Greeting Cards       6 
  C4  Hardware, Garden & Pet Supplies           11    Power Tools & Paint 
  C5  Toys and Wheel Goods                      9     Leisure and Hobby 
  
  D1  Toiletries and Drugs                      3     HBA 
  D1  Shoe Cleaners, Polishes and Laces         8 
  D2  Jewelry, Watches & Clocks                 5     All jewelry 
  D2  Lighters                                  1 
  D3  Household Supplies & Paper Products       8 
  D3  Cleansing Tissue                          3     HBA 
  D4  Fine Jewelry                              5 
  D5  Fragrances and Cosmetics                  3 
  
 
 
 
 

Figure 45-3 
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MERCHANDISE CROSSOVER CHART 
  
      NAVY DEPARTMENTS                               COAST GUARD DEPARTMENTS 
  
  E1  Uniforms & Uniform Accessories            4 
  E2  Men's wear & Accessories, Boy's Wear      4 
        over Size 14 
  E3  Intimate Apparel and Accessories          7 
  E4  Domestics                                 7 
  E5  Infant's and Children's Wear to Size 14   7 
  E7  Family Shoes                              4 
  E8  Women's Ready to Wear                     7 
  
  F2  Fabrics and Sewing Accessories            7 
  
  J   Automotive                                11 
  
  K5  Beverages, Beer                           10 
  K5  Wine                                      12 
  K5  Liquor                                    13 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 45-3 
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Encl:  (46) to COMDTINST M7010.5, CH-6 
  

MARKUP SCHEDULE AND PRICING GUIDE 
  
  1.  This enclosure provides a model variable markup pricing guide that  
      can be adopted by Coast Guard NAFA Exchanges.  It is designed such that  
      the lowest markups, which are on staple items, should be sufficient to  
      offset the every day cost of doing business while the higher markups,  
      which are on luxury items, still provide retail prices that are less  
      than the normal sell price of the private sector.  The use of these  
      schedules should result in balanced retail prices that produce the  
      necessary income, yet still provide Coast Guard NAFA patrons with  
      authorized goods at reasonable prices.  This markup schedule 
      provides about a 19.5% gross profit for a "full line store with a normal 
      merchandise sales mix".  Coast Guard exchanges should adopt this mark up 
      policy or one similar to it. 
   
  2.  The use of a constant markup percentage for a single department or  
      store results in both under pricing and over pricing and is generally  
      not to be used.  Any exchange may use NAVRESSO Price Agreement  
      Bulletins (PAB's), National Contract or VOX sell prices at their  
      discretion.  Adjustments may be necessary to any pricing system when  
      they are indicated by the results of the annual retail price  
      comparison survey that is described in Enclosure (54) to this Manual.   
      Package stores and grocery sections should not use this model. 
   
  3.  Figures 46-1 and 46-2 are the markup schedule and pricing guide.  The 
      markup schedule designates an alphabetical markup and a numeric freight  
      factor for the retail items in each selling department and category of  
      merchandise.  The pricing guide is a table that simply speeds up the  
      sell price computation process. 
   
  4.  The markup schedule lists authorized merchandise and gives a freight 
      factor and the alphabetical markup which identifies the table column to  
      use on the pricing guide.  The following departments of merchandise are  
      in this schedule: 
  
      1.  Tobacco                  6.  Stationery 
      2.  Food                     7.  Ladies/Girls/Childrens Clothing 
      3.  Health & Beauty          8.  Household/Appliances 
      4.  Military-Mens Wear       9.  Leisure/Photo/Audio/Toys/Luggage 
          Boys Wear, Shoes         10. Beverages 
      5.  Jewelry                  11. Hardware/Auto/Garden/Pet 
  
  The two columns to the right of the markup schedule indicate the freight 
  factor and the markup table.  The freight factors need only be applied  
  when the exchange must pay the shipping cost (FOB origin), and therefore  
  do not apply when the terms are FOB destination.  In order to establish  
  the sell price for an FOB origin (shipping point) item, the item is  
  located in the markup schedule to determine the freight number and markup  
  letter.  The cost price is then located in the appropriate column  
  (identified by the markup letter) of the pricing guide, and an initial  
  sell price (without freight) is shown in either of the outside columns.   
  The freight adjustment is made by moving down the price scale the number  
  of the price points indicated by the freight factor number.  The new  
  higher sell price will now include an allowance for freight. 
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  4.  (Cont'd) 
      Example: 
      Item:  Lighter (Smoking Accessories) 
      Terms:  FOB origin (Shipping Point or Pre-Paid) 
      Freight Factor:  2 
      Markup Table:  D 
      Cost Price:  $1.87 
      Initial Sell Price:  $2.35 (If order was FOB destination then this  
                                 would be the sell price) 
      Sell Price after 
      moving down the price 
      scale the two price 
      points indicated by the 
      freight factor.         $2.45  (Two price points advanced for sell  
                                     price with freight factor applied) 
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Encl. (47) to COMDTINST M7010.5, CH-15 
31 MAY 1983 

  
INVENTORY VERIFICATION PROCEDURES 

  
| 1.  Purpose.  To establish a required procedure for the annual 
|     verification of physical inventories.  Verifications are normally 
|     performed coincidental with regular inventories at the end of a 
|     fiscal quarter and at other times when special circumstances or 
|     problems require a more detailed record of on-hand inventories.  The 
|     most logical time for this verification is at the end of the fiscal 
|     year. 
|  
| 2.  Periodic Inventories.  Except for the annual verification,  
|     methods used to take and record periodic inventories are left to  
|     command discretion.  However, all inventories shall be recorded by  
|     selling department. 
  
  3.  Procedure. 
  
      a.  Merchandise Plan.  Prepare a floor plan for each facility, 
          including reserve stock space and remote stockrooms, under the 
          supervision of the manager. 
  
          (1)  The plan shows all fixtures including tables, cases, racks, 
               displays and wall attachments. 
  
          (2)  Each fixture is numbered 1, 2, 3, etc., and each shelf or 
               other subdivision lettered A, B, C, etc.  The use of masking 
               tape is recommended for numbering the fixtures. 
  
          (3)  The plan is used to estimate the number of inventory sheets 
               required for each location and to assist in work 
               assignments.  Record the serial numbers of all sheets 
               assigned to the different locations and subsequently 
               assigned to fixtures, etc. on a Inventory Sheet Number 
               Control Record (CG-5668)(Figure 47-1). 
  
      b.  Merchandise Arrangement.  Merchandise is arranged according  
          to its proper classification on each fixture, display, and in 
          stockrooms.  All quantities of each item should be arranged 
          together. 
  
          (1)  In stockroom and warehouse areas, record the content count 
               on the outside of partially filled cases. 
  
          (2)  Remove all empty boxes, containers, cartons, etc. from the 
               selling floor and stockrooms. 
  
          (3)  Verify descriptions and prices sufficiently in advance to 
               avoid delaying the inventory. 
  
          (4)  Merchandise to be returned for credit, exchange, or repair 
               should be shipped to vendors before the inventory cutoff 
               date. 
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  3.  b.  (5)  Damaged or soiled merchandise that is not returnable to the 
               vendor should be marked down or, if not saleable, surveyed 
               and disposed of in accordance with prescribed procedures. 
  
          (6)  Many categories of merchandise may be inventoried by the 
               price-line method.  This merchandise should not be stacked 
               or grouped by price category but left as normally 
               displayed.  The tally method of recording the count does not 
               require rearrangement of merchandise. 
  
               (a)  To inventory by the price-line method, record all 
                    merchandise of a like nature having identical cost or 
                    sell prices, regardless of any difference in item 
                    description on a single line of the inventory sheet. 
  
               (b)  Examples of merchandise that may be inventoried by 
                    price-line include records, magazines, greeting cards, 
                    gift wrap, earrings, belts, ties, fishing hooks and 
                    flies, garden seeds, candles, paints, military 
                    insignia, sewing accessories, candy, tobacco products, 
                    stockings, shoe accessories and clothing. 
  
      c.  Prelisting.  Once merchandise is arranged in an orderly  
          manner and inventory sheets have been assigned to fixtures and  
          stock areas, it is advisable to prelist all items on the  
          inventory sheets prior to the count date.  Completing the item  
          description, unit of sale and unit price columns will facilitate  
          the actual inventory count.  This includes merchandise  
          inventoried by price point. 
  
      d.  Inventory Cutoff.  To ensure proper separation between 
          merchandise to be inventoried and merchandise to be entered into 
          accountability after the inventory date, the NAFA Officer will 
          set the exact date and hour for starting the inventory.  He will 
          also establish a cutoff schedule for the receipt or shipment of 
          merchandise and for price changes.  Make no transactions between 
          cutoff and the completion of the inventory count. 
  
      e.  Inventory Count.  On inventory day, the count teams will  
          begin the count, entering the quantities on the inventory sheets  
          and completing the form CG-5668A (Figure 47-2) 
  
      f.  Recounting the Inventory.  Upon completion of the inventory 
          count, recount teams will perform a 25% recount of all items 
          listed on each inventory sheet, concentrating on fixtures 
          containing a high-dollar value of merchandise. 
  
      g.  Collection of Inventory Sheets.  After the 25% recheck,  
          inventory sheets will be collected, accounted for, and arranged  
          in page number sequence by original and duplicate.  Forward all  
          sheets, including unused and voided sheets, to the NAFA office. 
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Encl.  (48) to COMDTINST M7010.5, CH-11 
22 JUN 1982 

  
NAFA FACILITY NUMBERS 

  
  UNIT                           NAME 
  
  1229-101                      DILIGENCE 
  1229-102                      COURAGEOUS 
  1229-103                      DEPENDABLE 
  1229-104                      DURABLE 
  1229-105                      ACUSHNET 
  1229-106                      WESTWIND 
  1229-107                      MACKINAW 
  1229-108                      SUNDEW 
  1229-109                      WOODRUSH (SATELLITE OF 205) 
  1229-110                      BRAMBLE 
  1229-111                      MARIPOSA (SATELLITE OF 322) 
  1229-112                      GLACIER 
  1229-113                      BURTON ISLAND (CLOSED) 
  1229-114                      VENTUROUS 
  1229-115                      WALNUT (CLOSED) 
  1229-116                      COMANCHE (CLOSED) 
  1229-117                      MODOC (CLOSED) 
  1229-118                      BOUTWELL (SATELLITE OF 506) 
  1229-119                      MUNRO (SATELLITE OF 506) 
  1229-120                      ACACIA (SATELLITE OF 319) 
  1229-121                      POLAR STAR 
  1229-122                      POLAR SEA 
  1229-123                      BASSWOOD 
  1229-124                      CLOVER (SATELLITE OF 325) 
  1229-125                      IRONWOOD (SATELLITE OF 503) 
  1229-126                      NORTHWIND 
  1229-127                      SEDGE 
  1229-128                      SWEETBRIER 
  1229-129                      ELDERBERRY 
  1229-130                      BITT 
  1229-131                      JELLISON 
  1229-132                      HENLOPEN 
  1229-133                      MESQUITE 
  1229-201                      CAPE COD AIR STATION 
  1229-202                      BARBERS POINT AIR STATION 
  1229-203                      MIAMI AIR STATION 
  1229-204                      CLEARWATER AIR STATION 
  1229-205                      SITKA AIR STATION 
  1229-206                      BROOKLYN AIR STATION 
  1229-207                      TRAVERSE CITY AIR STATION 
  1229-208                      SAN DIEGO AIR STATION 
  1229-209                      SAN FRANCISCO AIR STATION (SATELLITE OF 605) 
  1229-210                      PORT ANGELES AIR STATION 
  1229-211                      BORINQUEN AIR STATION 
  1229-212                      NORTH BEND AIR STATION 
  1229-213                      CHICAGO AIR STATION 
  1229-301                      SOUTH PORTLAND BASE 
  

Figure 48-1 
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  UNIT                         NAME 
  
  1229-302                     MOBILE BASE 
  1229-303                     ROCKLAND STATION (SATELLITE OF 301) 
  1229-304                     SOUTHWEST HARBOR GROUP (SATELLITE OF 301) 
  1229-305                     WOODS HOLE BASE (SATELLITE OF 201) 
  1229-306                     SAINT LOUIS BASE 
  1229-307                     LONG ISLAND GROUP 
  1229-308                     SHINNECOCK GROUP 
  1229-309                     GLOUCESTER CITY BASE 
  1229-310                     CHARLESTON BASE 
  1229-311                     EASTERN SHORE GROUP (SATELLITE OF 505) 
  1229-312                     FORT MACON BASE 
  1229-313                     SAN JUAN BASE 
  1229-314                     MIAMI BASE 
  1229-315                     MAYPORT BASE 
  1229-316                     NEW ORLEANS BASE 
  1229-317                     CALVESTON BASE 
  1229-318                     SABINE STATION (SATELLITE OF 317) 
  1229-319                     MUSKEGON GROUP 
  1229-320                     BUFFALO GROUP 
  1229-321                     MILWAUKEE BASE 
  1229-322                     DETROIT GROUP 
  1229-323                     SAULT STE MARIE BASE 
  1229-324                     SAN PEDRO BASE 
  1229-325                     HUMBOLDT BAY GROUP 
  1229-326                     ASTORIA GROUP 
  1229-327                     HONOLULU BASE 
  1229-328                     JUNEAU STATION 
  1229-329                     KETCHIKAN BASE 
  1229-330                     ALEXANDRIA STATION 
  1229-331                     NEW ORLEANS COMMUNICATIONS STATION (CLOSED) 
  1229-332                     HOUSTON PORT SAFETY STATION 
  1229-333                     PORTLAND MARINE SAFETY OFFICE 
  1229-334                     SAINT PETERSBURG GROUP 
  1229-335                     VALDEZ MARINE SAFETY OFFICE (SATELLITE OF 503) 
  1229-336                     FIVE FINGER LIGHT STATION (SATELLITE OF 205) 
  1229-337                     UPPER MISSISSIPPI GROUP 
  1229-338                     ST CROIX MARINE SAFETY DETACHMENT 
  1229-339                     HUNTINGTON MARINE SAFETY OFFICE 
  1229-340                     NASHVILLE MARINE SAFETY OFFICE 
  1229-341                     CHATTANOOGA AIDS TO NAVIGATION FACILITIES 
  1229-342                     TENNESSEE RIVER GROUP 
  1229-343                     SHEBOYGAN STATION 
  1229-344                     PEORIA MARINE SAFETY DETACHMENT 
  1229-345                     SANDY HOOK GROUP 
  1229-401                     JUPITER LORAN STATION (CLOSED) 
  1229-402                     CAROLINA BEACH LORAN STATION (CLOSED) 
  1229-403                     SELLA MARINA LORAN STATION 
  1229-404                     ESTARITT LORAN STATION 
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  UNIT                        NAME 
  
  1229-405                    SHETLAND ISLANDS LORAN STATION 
  1229-406                    LAMPEDUSA LORAN STATION 
  1229-407                    KARGABARUN TUSLOG 
  1229-408                    SYLT LORAN STATION 
  1229-409                    ESTACA DE VARES LORAN STATION (CLOSED) 
  1229-410                    ANGAUR LORAN STATION (CLOSED) 
  1229-411                    LAMOURE OMEGA STATION 
  1229-412                    TOK LORAN STATION 
  1229-413                    SAN SALVADORE LORAN STATION (SATELLITE OF 203) 
  1229-414                    BIORKA LORAN STATION (SATELLITE OF 205) 
  1229-415                    SOUTH CAICOS LORAN STATION (SATELLITE OF 203) 
  1229-416                    SEARCHLIGHT LORAN STATION 
  1229-501                    NEW YORK SUPPORT CENTER 
  1229-502                    BOSTON SUPPORT CENTER 
  1229-503                    KODIAK SUPPORT CENTER 
  1229-504                    YARD 
  1229-505                    PORTSMOUTH SUPPORT CENTER 
  1229-506                    SEATTLE SUPPORT CENTER 
  1229-507                    ELIZABETH CITY SUPPORT CENTER 
  1229-601                    ACADEMY 
  1229-602                    CAPE MAY TRAINING CENTER 
  1229-603                    PETALUMA TRAINING CENTER 
  1229-604                    YORKTOWN RESERVE TRAINING CENTER 
  1229-605                    ALAMEDA TRAINING CENTER 
  1229-606                    MOBILE AVIATION TRAINING CENTER 
  1229-701                    DISTRICT NINE EXCHANGE 
  1229-702                    CLEVELAND MARINE SAFETY OFFICE 
  1229-703                    LITTLE WOODS HOUSING (CLOSED) 
  1229-704                    MARIANAS SECTION (CLOSED) 
  1229-705                    FAR-EAST SECTION 
  1229-797                    BROOKLYN SUPPLY CENTER 
  1229-798                    HEADQUARTERS 
  1229-799                    INSTITUTE 
  1229-801                    FIRST DISTRICT 
  1229-803                    THIRD DISTRICT 
  1229-807                    SEVENTH DISTRICT 
  1229-809                    NINTH DISTRICT 
  1229-896                    ACTIVITIES EUROPE 
  1229-899                    RECRUITING STATIONS 
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Encl (49) to COMDTINST M7010.5, CH-13 
  

VENDOR COUPON ACCEPTANCE AND REDEMPTION 
  
  1.  Purpose:  To authorize acceptance of vendor coupons at exchanges  
      and grocery annexes and to prescribe required procedures for proper  
      accounting and redemption of coupons received. 
  
  2.  Discussion:  Many manufacturers provide customers with coupons  
      which are redeemed by retailers at a discount off the regular price  
      of the merchandise.  These coupons are often distributed through  
      direct mail outs, printed in newspapers, or given to customers with  
      the purchase of another product made by the same company.  The  
      acceptance of coupons offers an opportunity to pass savings to NAFA  
      patrons and as such is encouraged for grocery annexes and exchanges  
      with annual sales over $200,000.  The NAFA is reimbursed for the 
      value of the coupon plus a handling fee upon redemption with the  
      manufacturer or coupon clearing house. 
  
  3.  Procedure: 
  
      a.  Caution shall be exercised to assure that coupons are current  
          (not expired) and redeemed by patrons only at authorized  
          activities for merchandise actually purchased. 
  
      b.  Full purchase prices will be rung up on cash registers and  
          vendor coupons counted as part of the cash collection but noted  
          separately on the Activity/Individual Daily Reconciliation Form  
          (CG-5298).  Coupons should be handled with the same care as cash. 
  
      c.  Account for coupons by recording the entire sale the day the  
          coupon is taken.  The cumulative value of the coupons accepted  
          represents the debit entry of the receivable, "vendor coupons  
          accepted," to be established by the accounting office. 
  
      d.  Redemption will be made at least monthly by sending coupons to  
          the manufacturer's address listed on the coupon or by using a  
          coupon clearing house if the volume justifies this service. 
  
      e.  Upon receipt of reimbursement, accounting offices shall: 
  
          (1) Debit cash on hand. 
  
          (2) Credit accounts receivable-vendor coupons accepted for the  
              face value of the coupons. 
  
          (3) Credit other income for the handling fees received. 
 
 
 
 
 
 
 
 
 
 
 
 
 



Encl (50) to COMDTINST M7010.5, CH-13 
  

LAYAWAY PROCEDURES 
  
  1.  Purpose:  To authorize a Christmas/holiday season layaway  
      program for patron convenience and prescribe required procedures  
      for implementation of the service. 
  
  2.  Discussion:  It is a traditional practice for retailers to  
      establish a holiday layaway program for the convenience of its  
      customers during the Christmas gift buying season.  It is a special  
      service predicated upon having the financial ability to hold  
      merchandise off the floor for up to 90 days and upon having adequate 
      segregated secure space to safeguard the merchandise for the period  
      of the layaway.  The practice is encourage for exchanges with over 
      $200,000 in annual sales having adequate resources and spaces to  
      offer this special service. 
  
  3.  Procedure: 
  
      a.  Designate a separate-secure location for safeguarding customer  
          layaway  merchandise.  Layaways shall not be co-mingled with  
          NAFA owned merchandise. 
  
      b.  Merchandise may be placed on layaway for a maximum of 90 days.   
          Clearance merchandise, food, tobacco products, perishables, and  
          alcoholic beverages are not permitted to be placed on layaway. 
  
      c.  To initiate a layaway, a $25 minimum purchase of merchandise is  
          required along with a down payment of 20% of purchase price. 
  
      d.  Interim payments of at least 20% are due at 30 day intervals of  
          the layaway period.  The remaining balance of the purchase is  
          due prior to merchandise pick-up. 
  
      e.  Layaway cancellations, at the discretion of command, may be  
          subjected to a handling charge of 5% or an amount not to exceed  
          $15. 
  
      f.  Layaways not picked up within 10 days after the layaway period  
          shall be returned to stock and subject to the handling charges 
          indicated above. 
  
      g.  layaway policies shall be prominently posted and brought to the  
          patron's attention at the time of purchase. 
  
      h.  Sales and accounting transactions shall be handled in accordance  
          with enclosure (17) to this manual. 
 
 
 
 
 
 
 
 



Encl. (51) to COMDTINST M7010. 
  

EXECUTIVE MANAGEMENT PROGRAM 
  
  The policies and procedures concerning the Coast Guard Universal  
  Annual (UA) Salary Plan are contained in Commandant Instruction 12510.5  
  dated 11 May 1977.  The Instruction will be included in a forthcoming  
  amendment to this manual  
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NAFA MANAGEMENT ASSISTANCE PROGRAM 

  
  1.  INTRODUCTION. 
  
      The decentralized Coast Guard NAFA system of retail entities makes it 
      impossible to employ at each location the desired number of  
      professionally qualified staff experts.  This fact is further  
      compounded by the extreme dispersion of the various units throughout  
      CONUS, Alaska, and Hawaii.  To compensate for this, the technical  
      staff of Commandant (G-FRS) is available to all field units under the  
      NAFA Management Assistance and Management Review Programs. 
  
  2.  DISCUSSION. 
  
      a.  Management Assistance Program.  The purpose of the Management 
          Assistance Program is to solve specific problems by augmenting 
          district personnel and field managers with professionally  
          qualified technicians.  These problems may involve difficulties  
          in procurement of supplies; layout of merchandise and fixtures,  
          renovation or design of operating activities; revision of  
          personnel staffing; evaluation of specific management  
          techniques; and similar operational functions.  Under this  
          program visits are scheduled by Commandant (G-FRS) to field units  
          where a specific need has been identified.  This may be the  
          result of a request for assistance from a unit or district or  
          based upon knowledge of a problem by Headquarters personnel.  
          Visits by Headquarters personnel to district NAFA units must be 
          approved by district (f). 
  
          (1)  In response to a request for assistance from a unit or  
               district, Headquarters NAFA personnel will visit and assist  
               field management in the study and resolution of identified  
               problems.  While these visits are not compliance-oriented,  
               evaluations may be performed and recommendations for action  
               provided to local management to correct deficiencies or to  
               improve operations. 
  
          (2)  The visits will also provide information regarding the 
               usefulness and impact of published regulations upon field 
               operations.  In addition, noteworthy local policies,  
               procedures, and practices will be identified for possible 
               use on a Coast Guard-wide basis. 
  
          (3)  To establish continuity of knowledge and follow-on  
               capabilities for all levels of management, a Staff Visit  
               Report will be prepared and a draft copy of the report will 
               be provided to local management prior to departure of the  
               Headquarters representative from the installation.  The  
               format for this report is enclosed as Exhibit (A).  This  
               will enable corrective action to be taken without delay.  
               In the event that a draft report cannot be prepared prior to 
               departure, all major items that will be included in the  
               will be discussed during the exit interview, and the  
               report will be forwarded to the unit an soon as possible. 
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  2.  b.  Management Review Program.  As Coast Guard NAP activities  
          have increased in volume and complexity of operation, the need  
          for professional technical management and administrative  
          guidance has been recognized.  Revised and more sophisticated 
          methods for procurement, merchandising, personnel controls,  
          accounting, and other operational subjects have placed an  
          additional burden on local management. 
  
          (1)  The major purpose of the Management Review Program is to 
               evaluate management's effectiveness in accomplishing the 
               objectives and mission of NAFA.  The Management Review  
               Program will be conducted in accordance with the Coast  
               Guard Inspection Program as outlined in COMDTINST 5040.3  
               series.  The Management Review Program is operational in  
               nature in order to determine if management policies,  
               practices and procedures at all levels are adequate in  
               concept and effective in application.  The review will 
               include an appraisal of the functions, organization,  
               systems, policies, procedures, practices, transactions,  
               records and documentation of the NAFA operation.  The  
               review will be performed in accordance with the schedules  
               established by Area and District Commanders for their  
               respective area inspections.  Commandant (G-FRS) will  
               coordinate the updating of the standard check-off list with  
               the Model Manager.  In cases where problem situations exist,  
               a management review may be required between scheduled  
               area/district inspections.  These reviews will be performed 
               by area/district NAFA personnel.  In addition, cognizant 
               authorities desiring a detailed management review of their 
               NAFA operations are encouraged to submit requests for such 
               visits prior to the close of the NAFA fiscal year. 
  
          (2)  The Management Review Program will serve a number of  
               purposes for Coast Guard NAFA. 
  
               (a)  Functions as a management assistance tool to local  
                    command and management. 
  
               (b)  Provides a protective service in sensitive areas of  
                    waste, security, or improper use of resources. 
  
               (c)  Fosters maximum communication between unit, district,  
                    and Headquarters. 
  
               (d)  Helps maximize service to patrons. 
  
               (e)  Insures the NAF's ability to meet goals and standards. 
  
               (f)  Fosters the use of new and innovative management  
                    techniques to keep Coast Guard NAFA in tune with the  
                    modern business world. 
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  2.  b.  (3)  Approximately one month prior to the scheduled review visit, 
               information will be sent to the unit advising the dates of  
               the visit and the major areas to be covered by the review. 
  
          (4)  Management Reviews may include but are not limited to the 
               following: 
  
               (a)  Analysis of staffing plans for all activities. 
  
               (b)  Study of cost control procedures for food service and 
                    retail merchandise. 
  
               (c)  Comparisons of selling prices in all areas with the 
                    civilian sector. 
  
               (d)  Analysis of the true level of service being provided to  
                    all patrons. 
  
               (e)  Inventory levels, stock-to-sales ratios and stock 
                    assortment selection. 
  
               (f)  Purchasing procedures designed to maintain lowest  
                    prices to patrons. 
  
               (g)  Study of the most effective uses of personnel and  
                    physical resources. 
  
               (h)  Study of security exercised over merchandise and  
                    monies. 
  
               (i)  Plans for Capital Improvement Programs to maintain  
                    physical plant at peak level. 
  
               (j)  Evaluation of the ability to meet or exceed planned  
                    results or benefits. 
  
               (k)  Review of accounting, documentation, and records 
                    maintenance. 
  
               (l)  Conformance with command directives and regulations. 
  
               (m)  Conformance with personnel procedures in accordance  
                    with P.L. 92-392, the FPM and NAFA Manuals. 
  
               (n)  Analysis of profit distribution and capital improvement 
                    plans. 
  
          (5)  Normally, the composition of the Management Review Team will 
               consist of two or more Headquarters personnel with expertise  
               in general and specific areas, as well as one or more  
               persons from the district.  All matters are to be  
               thoroughly discussed on-site with the assigned counterparts  
               to preclude reporting minor matters or those which may be  
               immediately corrected.  Significant areas where commendable  
               action has been taken by management will be the subject of  
               specific comment in the Review Report. 
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  2.  b.  (6)  A draft copy of the Management Review Report will be  
               provided to the installation commanding officer prior to  
               departure of the review team.  Areas with deficiencies 
               sufficient to be noted in the report will be included in  
               the recommendations and corrective action will be  
               suggested.  A formal report of the Management Review will be 
               forwarded to the installation via the district following  
               review by Commandant (G-F). 
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(Sample) 
Staff Visit Report (Management Review) 

Support Center New York 
  
  1.  Dates of Visit:  4 through 12 January, 1981 
  
  2.  Authority:  NAFA travel order #98-0004 dtd 2 January, 1980 at  
      G-FER-1 
  
  3.  Purpose of Visit:  Participate in study of staffing required at  
      Exchange and Admin Office in order to minimize impact of regulated  
      wage increases and retain efficiency of operation. 
  
  4.  Personnel Contacted: 
  
      CAPT. J. J. O'Brian, Commanding Officer 
      LT H. B. SMITH, NAFA Officer 
      Albert T. Brown, Civ., Exchange Manager 
      Olive B. Jones, Civ., Chief Accountant 
      Mary Morris, Civ., Personnel Technician 
  
  5.  Narrative/Observations: 
  
      (Thorough discussion of all findings to include substantiating  
      background data from financial and other applicable records.   
      Comparisons with established standards or comparable activities.   
      Shortfall or excesses as compared to budget.  General statements  
      lacking proper supporting documentation will not be included.) 
  
  6.  Recommendations: 
  
      (Corrective proposals supported by any fiscal or other improvements  
      that should result.) 
  
  7.  Exit Interview: 
  
      (Include date and names of individuals participating.  Also specify 
      concurrence or non-concurrence with findings and/or recommendations.) 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit 52-A 
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PERSONNEL POLICY AND PROCEDURES 
  
  Chapter 1.  GENERAL PROVISIONS/INTRODUCTION/DEFINITIONS 
  
  A.  Purpose: 
  
      1.  This enclosure contains statements of Coast Guard NAFA personnel  
          policies and procedures.  It is designed to be a working guide  
          for managerial and supervisory personnel in the daily  
          administration of the NAFA program. 
  
      2.  These written policies should increase understanding, eliminate  
          the need for personal decisions on matters of service-wide policy  
          and enhance uniformity throughout the organization.  It is the  
          responsibility of each command to administer these policies in a  
          consistent and impartial manner. 
  
  B.  Policy.  Commandant (G-F) is responsible for the overall  
      administration of all NAF activities.  Commandant (G-P) is  
      responsible for developing and providing a framework for management  
      of NAFA personnel in consonance with applicable law and regulation. 
      Request for changes shall be provided to the program manager (G-FRS)  
      for coordinated review and evaluation. 
  
  C.  The hierarchy of command and their relationships, responsibilities,  
      and authority is listed in Chapter 2 of this manual. 
  
  D.  The provisions of this enclosure apply to all civilian employees and  
      off-duty military enlisted personnel employed by NAFA or Special  
      Services within the United States, its territories, and its  
      possessions, and compensated from Coast Guard non-appropriated  
      funds. 
  
  E.  Economy of Operation.  Within the policy framework provided  
      herein, each command is charged with managing NAFA personnel  
      resources in the most cost efficient way possible.  Specific  
      requirements include: 
  
      1.  Maintaining the optimal balance between fulltime, parttime, and 
          intermittent positions within the NAFA. 
  
      2.  Scheduling only those employees who are necessary during a  
          particular shift, day, or week. 
  
      3.  Taking appropriate action described herein to employ only those 
          individuals who satisfy employee standards of conduct, support 
          command policy, and contribute to the successful achievement of  
          the NAFA mission. 
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  1.F.  Definitions: 
  
      1.  Non-Appropriated Fund Activity Employee.  A person employed  
          by NAFA or Special Services and compensated by non-appropriated  
          funds. 
  
      2.  Non-Appropriated Fund Activity Manager.  The individual  
          responsible for the effective and efficient accomplishment of  
          the functions of the activity. 
  
      3.  Permanent Position.  A position needed for a period in excess  
          of 1 year. 
  
      4.  Regular Schedule:  Regular scheduled work is work which is  
          duly authorized in advance and scheduled to recur on successive  
          days or after specified intervals.  An example of regular  
          schedule is:  every Monday, Wednesday, Friday one week, every  
          Tuesday, Thursday, Saturday on alternate weeks on a recurring  
          basis.  This classification serves as a basis for many  
          entitlements. 
  
      5.  Permanent Employee. 
  
          a.  A permanent fulltime employee is one who has been appointed  
              to serve in a permanent position and who has a "regularly 
              scheduled"  workweek of 35 to 40 hours. 
 
          b.  A permanent parttime employee is one who has been appointed  
              to serve in a permanent position and who has a "regularly 
              scheduled" workweek of 20 to 34 hours.  The employee may  
              occasionally be required to work in excess of 34 hours or  
              less than 20 hours due to business exigencies. 
  
      6.  Temporary Employee. 
  
          a.  A temporary fulltime employee is one who has been appointed   
              to serve in a position limited to 1 year or less and who  
              normally has a "regularly scheduled" workweek of 35 to  
              40 hours. 
  
          b.  A temporary parttime employee is one who has been appointed  
              to serve in a position limited to 1 year or less and who  
              normally has a "regularly scheduled" workweek of 20 to  
              34 hours.  The employee may be occasionally required to work  
              in excess of 34 hours or less than 20 due to business  
              exigencies. 
  
      7.  Intermittent Employee.  This category of employment covers  
          two types of work situations as follows: 
  
          a.  An employee who has been appointed to serve in a position  
              with no regularly scheduled workweek.  Such employment is on  
              a recurring basis but only when required (WAE--When Actually  
              Employed).  
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  1.F. 7. b.  An employee who has been appointed to serve in a position  
              with a regularly scheduled workweek of less than 20 hours 
              (Intermittent--Regularly Scheduled).  An employee in this 
              category may occasionally be required to work in excess of 19 
              hours within a workweek. 
  
      8.  Probationary Employees are those: 
  
          a.  Who are former employees who have been re-employed after a 
              separation of more than 1 year. 
  
          b.  Who are reinstatement eligibles, but did not complete an  
              initial probationary period. 
  
          c.  Who are new appointees to Coast Guard NAFA. 
  
      9.  Universal Annual (UA).  UA positions are positions paid on  
          an annual salary basis. 
  
     10.  Prevailing Rate Positions.  Prevailing rate positions,  
          including Crafts and Trades (NA, NS, NL) Administrative Support  
          (AS) and Patron Service (PS) categories, are all positions paid  
          at an hourly rate. 
  
     11.  Exempt Employee.  An employee whose primary duty is  
          executive, supervisory, administrative, or professional work.   
          Employees so defined are exempt from the provisions of the Fair  
          Labor Standards Act (FLSA). 
  
     12.  Non-Exempt Employees.  Non-executive/non-professional UA and  
          all NA, and No employees are non-exempt.  Non-supervisory AS and  
          PS employees are also non-exempt and covered under the provisions  
          of the Fair Labor Standards Act. 
  
     13.  Bona Fide Resident of the United States.  A non-citizen  
          residing in the United States who legally entered the country and  
          was granted permanent resident status by the Immigration and  
          Naturalization Service as evidenced by Alien Registration Card  
          (Form I-151). 
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  Chapter 2.  STANDARDS OF CONDUCT 
 
  A.  General Policy.  Non-appropriated fund activity personnel are  
      responsible for protecting the interests of the government and the  
      command.  Close public scrutiny of all government functions and  
      activities places an even greater responsibility on non-appropriated  
      funds activity personnel and, more importantly, on those charged with  
      administration and expenditure of non-appropriated funds.  It is  
      therefore essential that all personnel achieve the highest standards  
      of personal conduct in their relations with business firms and  
      and individuals and ensure that these relations are above reproach  
      and suspicion at all times. 
  
  B.  Personal Relations. 
  
      1.  No employee shall allow him/herself to be placed in a position  
          where a conflict of interest might arise or might justifiably be  
          suspected.  No employee shall accept entertainment, gifts, or  
          favors of any kind or perform any other action which would  
          result in a financial profit or benefit to him/herself or 
          which could influence (or be interpreted as influencing)  
          the strict impartiality which must prevail in all business 
          relationships of the non-appropriated fund activity.  
  
      2.  The maintenance of satisfactory relations with business firms is  
          a necessity.  Their representatives should be afforded courteous  
          treatment, never threatened, nor prevented from appealing to a  
     higher authority. 
  
      3.  Employees are prohibited from engaging in any outside or  
          self-employment activities or interest which can be interpreted  
          as interfering with, or hampering to any degree, the full and  
          proper discharge of their regular duties. 
  
  C.  Personal Profit.  Non-appropriated fund activity personnel are  
      prohibited from: 
  
      1.  Selling articles in the non-appropriated fund activity for their  
          own personal benefit. 
  
      2.  Making any personal profit in the purchases or sales of a 
          non-appropriated fund activity. 
  
      3.  Taking advantage of any waste, advance knowledge of price  
          reductions, or prerequistes of any kind. 
  
      4.  Utilizing their position to gain advantage in any personal  
          business or local community relationship. 
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  Chapter 3.  EMPLOYMENT 
   
  A.  General. 
  
      1.  It is Coast Guard policy to grant Equal Employment Opportunity to  
          all qualified persons without regard to race, color, sex,  
          religion, age, physical handicap or national origin.  This  
          applies to all facets of NAFA operations including employment,  
          training, promotion, wages, benefits, and all other privileges, 
          terms, and conditions of employment. 
  
      2.  Selection for any position will be based solely on merit and 
          qualification for the particular job.  Persons with physical  
          handicaps shall be considered for employment on the basis of   
          their capability for a particular job.  Handicaps which do not  
          interfere with performance shall not disqualify a person if they  
          do not constitute a hazard to the individual, fellow employees or  
          the NAFA. 
  
  B.  Filling Positions.  Positions may be filled in any of the  
      following ways in accordance with the provisions in this enclosure. 
  
      1.  Competitive. 
  
          a.  Promotion from among Coast Guard NAFA employees, including  
              temporary 
              promotions in excess of 120 days. 
  
          b.  Appointment of an outside candidate. 
  
          c.  Transfer of an employee which results in a promotion. 
  
      2.  Non-competitive. 
  
          a.  Transfer of an employee from a position at any Coast Guard  
              NAFA to another Coast Guard NAFA position which is comparable  
              in grade, salary and wage category without a break in service  
              of 1 full workday. 
  
          b.  Reassignment of an employee within a Coast Guard NAFA to  
              another position which is comparable in grade, salary and  
              and wage category. 
  
          c.  Reinstatement of a permanent fulltime or parttime NAFA  
              employee whose separation was voluntary or as a result  
              of reduction-in-force, provided he/she is reinstated within  
              a 1-year period from the date of separation. 
  
          d.  Re-employment of a former NAFA employee who has re-employment  
              rights under 50 USC Appendix 459 et seq.  (restoration to  
              duty after military service). 
  
          e.  Employment of the incumbent of a position converted from  
              appropriated funds to non-appropriated funds. 
  
          f.  Details of employees to higher graded positions not in excess  
              of 60 days in any 1-year period.  Details of employees to  
              positions at the same or lower grade not in excess of 120  
              days in any 1-year period. 
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  3.C.  Preliminary Actions and Recruitment. 
  
      1.  The position must be described in writing on optional Form 8  
          (Position description), and properly classified for pay category,  
          series, and grade by Commandant (G-PC-2). 
  
      2.  A bona fide vacancy or anticipated vacancy must exist. 
  
      3.  Funds must be available within the unit budget to cover the costs 
          associated with wages and benefits. 
  
      4.  Minimum qualification requirements must be established in writing  
          and be in accordance with Appendix A. 
 
  D   Vacancy Announcements. 
  
      1.  Competitive recruitment actions will be announced through the  
          publication of vacancy announcements in consonance with the  
          format and content of 
          Appendix B. 
  
      2.  Vacancy announcements will be posted on all appropriate  
          bulletin boards and will normally be distributed throughout 
          the local commuting area for the following minimum periods: 
  
          a.  UA Positions:  14 Calendar days 
  
          b.  Other positions: ? Calendar day 
  
      3.  The area of consideration and method of publication may be  
          modified to meet the needs of the command. 
  
      4.  The vacancy announcement may limit acceptance of applications to  
          current employees when there are an adequate number of applicants  
          from within. 
  
      5.  Continuous vacancy announcements may be utilized for up to a  
          1-year period to fill prevailing rate positions with  
          high turnover rates. 
  
      6.  Vacancy announcements are not required in the following cases: 
  
          a.  Non-competitive promotion action. 
  
          b.  The reinstatement of a former employee with veteran's  
              re-employment rights. 
  
          c.  The reinstatement to the same or lower grade of a former  
              permanent full or parttime NAFA employee. 
  
          d.  In emergency situations where serious work disruptions would  
              occur, non-competitive, temporary selections and/or  
              promotions can be made for a period not to exceed 120 days. 
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  3.E.  Applications. 
  
      1.  Application for all AS, PS AND NA positions will be made by  
          completing a Personnel Qualifications Statement Application  
          (SF-171) (See Appendix B) for employment.  Applicants for all  
          UA positions may submit a resume in addition to the application. 
  
      2.  For positions for which continuous recruitment is required,  
          applications may be accepted at any time and vacancies may be  
          filled promptly from the open application file.  Open  
          applications will be dated upon receipt. 
  
      3.  Applications should normally be retained for a 1-year period,  
          or until adjudication of any pending appeal, if appropriate. 
  
  F.  Selection. 
  
      1.  Applications will be evaluated, and the best qualified  
          individuals will be referred to the selecting official  
          for interview. 
  
      2.  All NAFA positions will be filled with the best qualified persons 
          available.  When filling newly established or vacated positions,  
          the qualifications of all applicants will be reviewed and  
          evaluated.  For UA positions, the appropriate qualifications  
          requirements of the OPM Handbook X-118 will be applied.  For  
          Crafts and Trades positions, the qualification requirements of  
          OPM Handbook X-118-C will be applied.  Qualifications  
          requirements for Administrative Support (AS) and Patron Services  
          (PS) pay plans will be developed locally except when provided in 
          this enclosure.  See Appendix A. 
  
      3.  To facilitate filling vacancies, appointments may be made prior  
          to completion of the pre-employment checks.  Such appointments  
          will be made subject to a satisfactory suitability determination. 
  
  G.  Appointment Requirements. 
  
      1.  Evidence of physical Suitability Standard Form 78, Certificate of 
          Medical Examination, will be required (except off-duty military)  
          for positions: 
  
          a.  Involving operation of motor vehicles. 
  
          b.  Involving direct physical contact with people, such as day  
              care positions. 
  
          c.  Involving work above ground level or around hazardous,  
              power-driven machinery. 
  
          d.  Involving work which may entail strenuous exertion, hazardous  
              duty, or which otherwise imposes arduous physical demands or  
              involves exceptional stress.  Applicants for light duty  
              positions, positions which have a specific sight or hearing  
              requirement, may be given a sight and hearing examination  
              without requiring a full pre-appointment medical examination. 
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  3.G.2.  A food handler's certificate is required for all positions  
          involved with or related to the handling of raw food products or  
          beverages.  Normally, the food handler's certificate may be  
          obtained through local health agencies. 
  
      3.  The following pre-employment checks will be made: 
  
          a.  A National Agency Check Inquiry (NACI) and a check with local  
              police records for all employees appointed or assigned to  
              the following positions. 
  
              (1)  Managers. 
  
              (2)  Any position in which the incumbent has responsibility  
                   for funds or procurement or has accountability for  
                   property or merchandise.  Request for NACIs will be made  
                   to G-PS-6, using guidance outlined in COMDTINST 5510.10  
                   (series). 
  
              (3)  At the discretion of the unit commanding officer, an NAC  
                   update may be requested for off-duty military personnel  
                   through G-OIS. 
  
              (4)  Reference checks should be made with previous employers  
                   and/or educational institutions.  In the case of  
                   off-duty military, a satisfactory recommendation by the  
                   individual's commanding officer will satisfy the  
                   reference requirements. 
  
      4.  Citizenship Requirement.  Each NAFA employee employed within  
          any state, the District of Columbia, or Puerto Rico, will be a  
          U.S. citizen or a bona fide resident alien (evidenced by  
          possession of an Alien Registration Receipt Card (Form I-151)),  
          unless the Secretary of Labor certifies that no U.S. citizen or  
          bona fide resident alien is available to fill the  
          particular position. 
  
      5.  Employment Suitability.  Employment should normally be denied  
          to an applicant who has been discharged from any government  
          instrumentality for cause or from an Armed Service under other  
          than honorable conditions. 
  
  H.  Employment Requirements for Military Personnel. 
  
      1.  Enlisted personnel (except those personnel assigned or detailed  
          to a specific NAFA as prime military duty) may be employed by a  
          NAFA after duty hours on an intermittent basis only. 
  
      2.  Commissioned officers may not be employed by a NAFA during  
          off-duty hours. 
  
      3.  Commissioned officers may be utilized during off-duty hours and 
          compensated from non-appropriated funds on a fee basis only when  
          no employer-employee relationship exists (e.g., officiating at  
          sports events, etc.) 
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  3.I.  Promotions. 
  
      1.  The opportunity to apply for promotions is available to all  
          employees.  It is Coast Guard policy to ensure the selection of  
          the best qualified person available for promotion or employment  
          and to permit full consideration of the potential of employees to  
          perform at higher levels of responsibility. 
  
      2.  Upon promotion, a NAF prevailing rate employee shall be paid at  
          the lowest scheduled rate of the grade which exceeds his/her  
          existing rate of pay by no less than a one-step increment from  
          the grade from which promoted.  Upon promotion, a universal  
          annual salary employee shall be paid at the lowest scheduled rate  
          of the grade which exceeds his/her existing rate of pay by no  
          less than a two-step increment from the grade from which  
          promoted. 
  
  J.  Non-Competitive Promotions.  Publicity for vacancies is not  
      required for non-competitive promotion actions.  The following are  
      exceptions to the competitive promotion process: 
  
      1.  Employees serving in trainee, understudy, or apprentice positions  
          who were initially selected competitively. 
  
      2.  Employees in positions reclassified to a higher grade. 
  
      3.  An employee in a position upgraded on the basis of new position 
          classification standard or for correction of the classification  
          of his/her position, without significant change in duties or 
          responsibilities. 
  
      4.  Repromotion of an employee demoted without personal cause, which  
          is made within 1 year of the demotion. 
  
      5.  Temporary promotion not in excess of 120 days. 
  
  K.  Promotion Information Available to Employees.  The following  
      information about a specific promotion action will be provided to  
      employees or their authorized representative if requested: 
  
      1.  Whether they were considered and, if so, whether eligible on the  
          basis of the applicable minimum qualification requirements. 
  
      2.  Whether in the best qualified group. 
  
      3.  Who was selected for promotion. 
  
  L.  Probationary Period. 
  
      1.  Each individual employed by NAFA is required to serve a 1-year 
          probationary period for evaluation demonstrated by actual  
          performance on the job.  The purpose of the probationary period  
          is to train, guide, and evaluate an employee's compatibility with  
          the job and the NAFA. 
  

9 



Encl (53) to COMDTINST M7010.5, CH-12 
28 JUN 1982 
  
  M.  Appointment Actions. 
  
      1.  The appointee must take an oath of office administered by  
          an official designated by the commanding officer to administer  
          oaths.  The appointee must complete an affidavit not to strike  
          against the U.S. Government (Standard Form 61).  This procedure  
          does not apply: 
  
          a.  If appointment is accomplished without a break in service  
              following other employment with the Coast Guard NAFA. 
  
          b.  When a non-U.S. citizen is being appointed for duty outside  
              the United States or areas outside United States  
              jurisdiction. 
  
      2.  Standard Form 50 will be completed.  The minimum number of hours  
          to be scheduled each week will be recorded for all parttime and  
          fulltime employees in item 30 on the appointment Standard Form  
          50. 
  
      3.  The employee's proper leave category will be determined.  Credit  
          for prior Coast Guard non-appropriated fund service must be  
          verified.  All Coast Guard service will be counted toward leave  
          accrual rates provided the employee completed an initial 1-year  
          probationary period. 
  
      4.  The employee's eligibility for participation in the Group Health  
          and Life Insurance Plan will be determined.  Application for  
          Non-Appropriated Fund Group Insurance Plan will be completed  
          within 30 days of appointment, indicating whether or not he/she  
          desires enrollment under the plan. 
  
      5.  Issue NAFA employee ID Card. 
  
      6.  After 1-year of continuous service, those employees eligible for 
          enrollment in the Non-Appropriated Fund Retirement Plan will be  
          notified of their eligibility and given the option to  
          participate in the plan.  Those eligible employees refusing  
          participation will complete a Retirement Plan Refusal Card. 
  
      7.  Federal and state income tax withholding forms and appropriate  
          state exemption certificates will be completed. 
  
      8.  A leave record (sick and annual) will be established for each  
          fulltime and parttime employee.  The NAFA manager or his designee  
          will make appropriate entries on the time and attendance cards of  
          employees and forward the cards each pay period prior to the  
          preparation of paychecks to the accounting or payroll office  
          servicing the NAFA. 
  
      9.  Establish a personnel file in accordance with the provisions of 
          Chapter 14 of this enclosure. 
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  3.N.  Employee Orientation. 
  
      When a new employee reports for duty, an opportunity is presented to  
      gain the individual's goodwill and respect for the command and its  
      NAFA management structure.  All that is required, usually, is a  
      genuine attempt to help the new employee get off to the right  
      start--in short, make the new employee feel that you are interested  
      in him/her.  See Appendix B, Employee Check-off List. 
  
  O.  Appointment Restrictions: 
  
      1.  Minors. 
  
          a.  Minors Under 16.  The employment of minors under 16 years  
              of age is prohibited. 
  
          b.  Minors Under 18.  Persons under 18 years of age shall be  
              employed only in positions which will not endanger their  
              health, safety, and well-being.  Such persons shall be  
              required to furnish a work permit when required by local or  
              state law.  If a work permit is not required, a birth  
              certificate or other bona fide proof of age must be 
              furnished before actual employment.  (The original document  
              should not be retained by the activity.) 
  
      2.  Nepotism.  NAFA employment is subject to statutory  
          restrictions which limit the employment of relatives of a public  
          official in the official's own agency or in an agency over which  
     he/she exercises jurisdiction or control.  In accordance with  
          these restrictions, the following practices must be observed: 
  
          a.  No employee will be assigned under the direct or indirect  
              supervision of a relative. 
  
          b.  No relative of the head of the non-appropriated fund  
              activity, or any relative of an officer or civilian manager  
              in an executive position in the non-appropriated fund  
              activity, will be employed. 
  
          c.  No relative of the commanding officer or officers of the  
              command that are directly in the chain of command between the  
              head of the non-appropriated fund activity and the commanding  
              officer may be employed. 
  
          d.  It is normally not a good business practice for related  
              employees to work under the same supervisor. 
  
      3.  Dispensing of Alcoholic Beverages.  Non-appropriated fund  
          activity military and civilian employees under 21 years of age  
          shall not be assigned duties involving dispensing of beer or  
          other alcoholic beverages for consumption on premises. 
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  3.O.4.  Dual Compensation.  In accordance with FPM Supplement 990-2,  
          fulltime civilian employees paid from appropriated funds may not be  
          employed by non-appropriated fund activities during their off-duty  
          hours.  A NAFA employee is not entitled to receive basic pay from more  
          than one position, whether an appropriated fund or NAFA position, for  
          more than a total of 40 hours of work in any calendar week. 
  
  P.  Employment of former Officers receiving Military Retirement Pay. 
  
      1.  Public Law 88-448, the Dual Compensation Act, became effective 1  
          December 1964.  Section 201(a) of the Act states that a retired  
          officer (including a retired warrant officer) of any regular  
          component of the uniformed services shall receive the full salary  
          of any Federal civilian office which he/she holds, but during a  
          period for which he/she receives salary, his retired pay shall be  
          reduced as prescribed by law.  For the purpose of this Act,  
          "Civilian Office" includes non-appropriated fund 
          instrumentalities under the jurisdiction of the Armed Forces. 
  
      2.  In spite of Section 201(a) of the Dual Compensation Act, if on 
          30 November 1964 a retired officer was employed in a Federal  
          Civilian Office, he/she had an opportunity to: 
  
          a.  Retain the dual compensation status he held on that date and  
              continue in that status. 
  
          b.  Be covered by the Dual Compensation Act from 1 December 1964. 
  
      3.  In the event of any appointment, reinstatement, or re-employment  
          which was made on or after 1 December 1964 and which followed a  
          break in service of more than 30 days, a regular retired officer  
          shall be subject to the Dual Compensation Act. 
  
      4.  Non-appropriated fund activities employing retired regular  
          officers of regular components of the uniformed services, who  
          are paid from non-appropriated funds, shall report the following 
          to Commandant (G-FNM) and to the finance center of the service in  
          which the officer holds retired status:  initial  
          employment, separations, and (in the case of an officer employed 
          on a parttime or intermittent basis) a monthly report of the  
          dates which he/she actually worked.  A suggested format for  
          making this report is given in Appendix B.  Addresses of  
          respective finance offices are: 
  
              COAST GUARD                     Commanding Officer 
                                              U. S. Coast Guard 
                                              Military Pay Center 
                                              Retired Pay Branch 
                                              444 SE Quincy Street 
                                              Topeka,  KS  66603 
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              ARMY                            U.S. Army Finance and 
                                              Accounting Center 
                                              ATTN:  Chief, Retired 
                                              Pay Division 
                                              Indianapolis,  IN  46249 
  
              AIR FORCE                       Air Force Accounting and 
                                              Finance Center 
                                              Directorate of Reserve 
                                              and Retired Pay Operations 
                                              Denver,  CO  80279 
  
              NAVY                            U.S. Navy Finance Center 
                                              Retired Pay Department 
                                              Cleveland,  OH  44199 
  
              MARINE CORPS                    Marine Corps Finance Center 
                                              Retired Pay Branch 
                                              Kansas City,  MO  64197 
  
              PUBLIC HEALTH SERVICE           Commissioned Personnel 
                                              Operations Division 
                                              Office of Management 
                                              U. S. Public Health Service 
                                              Parklawn Building 
                                              5600 Fishers Lane 
                                              Rockville,  MD  20857 
  
              NATIONAL OCEANIC AND 
              ATMOSPHERIC ADMINISTRATION      U.S. Navy Finance Center 
              (formerly Environmental         Retired Pay Department 
              Science Services Adminis-       (NOAA Acct.) 
              tration; Coast and Geodetic     Cleveland,  OH  44199 
              Survey) 
  
  Q.  Veteran Re-employment Rights. 
  
      1.  Civilian employees who are enlisting in the Armed Forces or their  
          Reserve components, reservists who are called to duty under the  
          provisions of the Universal Military Training Service Act, and  
          persons who enter upon active duty are entitled to all  
          re-employment rights and benefits provided by the Universal  
          Military Training and Service Act and these regulations,  
          as follows: 
  
          a.  A permanent or probationary employee who leaves his/her  
              position in order to perform such training, whether or not  
              voluntarily, is entitled to all re-employment rights and  
              benefits if he/she: 
  
              (1)  Is relieved under honorable conditions from active duty  
                   not later than 4 years after the date of entering active  
                   duty (plus any period of additional service imposed in  
                   accordance with the law) or from hospitalization  
                   continuing after discharge for a period of not more than  
                   1 year. 
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  3.Q. 1. a.  (2)  Makes application for restoration within 90 days. 
  
          b.  Any member of a reserve component of the Armed Forces of the  
              United States who is ordered to an initial period of active duty for  
              training of not less than 3 consecutive months shall be entitled to   
              all re-employment rights and benefits upon application for re- 
              employment within 31 days after: 
  
              (1)  Release from that active duty for training after 
                   satisfactory service. 
  
              (2)  Discharge from hospitalization incident to that active duty for  
                   training or 1 year after his/her scheduled release from that  
                   training, whichever is earlier. 
  
          c.  Any employee not covered in paragraphs 3Qa (1) and (2) shall, upon  
              request, be granted leave without pay (LWOP) for the period required  
              to report for the purpose of entering, determining physical fitness  
              to enter, or performing active duty for training or inactive duty  
              training in the Armed Forces of the United States. 
  
              (1)  Upon his/her release from such active duty training, upon  
                   rejection, or upon discharge from hospitalization incident to  
                   training or rejection, the employee shall be permitted to return  
                   to his/her position with the seniority, status, pay, and  
                   vacation that he/she would have had if he/she had not been  
                   absent for such purposes. 
  
              (2)  He/she shall report for work at the beginning of his/her next  
                   regularly scheduled working period after expiration of the last  
                   calendar day necessary to travel to the place of employment.  If  
                   delayed return is caused by factors beyond the employee's  
                   control, the employee shall report for work within a reasonable  
                   time after rejection, training or hospitalization. 
  
              (3)  Failure to report for work shall make the employee subject to  
                   the conduct rules of the non-appropriated fund activity  
                   pertaining to explanations and discipline with respect to  
                   absences from scheduled work. 
  
          d.  Employees shall be advised of their rights to be re-employed. 
  
          e.  When an employee leaves NAFA under the above circumstances, an SF-50  
              shall be prepared which indicates that the employee has entered on  
              active military duty and that the re-employment rights have been  
              granted.  A copy of the SF-50 will be given to the employee. 
  
          f.  If an employee, upon restoration, is not qualified to perform the  
              duties of his/her former position due to disability sustained during  
              military service, the employee shall be given another position with  
              duties he/she is qualified to perform and which will provide him/her  
              like seniority, status, and pay (or the nearest approximation  
              consistentwith the circumstances of his/her case). 
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  3.Q.1.  g.  When the former position has been reallocated to a higher  
              level without substantial change in duties and  
              responsibilities, the  employee shall be entitled to all  
              benefits of the reallocation. 
  
          h.  If for any reason re-employment is denied, the employee  
              shall be given written notice and informed of his/her rights  
              of appeal. 
  
          i.  A restored employee shall not be discharged without cause  
              within 
              1 year after date of restoration. 
  
  R.  Transfer Between Non-Appropriated Fund Activities. 
  
      1.  Employees may be transferred from one Coast Guard  
          non-appropriated fund activity to another non-appropriated fund  
          activity without loss of seniority, sick leave or other  
          benefits.  Application for such transfer will be subject to  
          agreement between the requesting employee and the hiring  
          activity, without future prejudice to the employee in the event 
          satisfactory agreement cannot be reached and the employee does  
          not accept the transfer. 
  
      2.  Transfers will be effected by closing the employee's personnel  
          file.  A certificate shall be signed by the non-appropriated  
          fund activity noting the employee's total service, current rate  
          of pay, current rate of annual leave to the credit of the  
          employee as of the date of transfer.  If so desired by the  
          employee, annual leave accrued will be paid to the employee 
          on the date of transfer.  If carried forward, the losing 
          activity will reimburse the gaining activity for accrued  
          annual leave.  See Chapter 6, paragraph D-2 on sick leave  
          accruals. 
  
      3.  The employee's personnel file will then be forwarded by  
          registered mail to the hiring activity with return receipt  
          requested. 
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  Chapter 4.  HOURS OF WORK 
   
  A.  General. 
  
      The commanding officer of a unit with a NAFA is authorized to  
      establish and change as necessary the hours of operation of each  
      activity and the tours of duty for NAFA personnel in accordance  
      with the following guidelines. 
  
  B.  Establishment of Workweeks.  
  
      1.  Administrative workweeks will be established for 7 consecutive  
          days for pay and administrative purposes.  This usually coincides  
          with a calendar week (Sunday through Saturday).  A single pay  
          period normally consists of two consecutive workweeks. 
  
      2.  Regularly scheduled workweeks must be established for each 
          regularly scheduled employee.  This will normally not be less  
          than a 35-hour tour  for fulltime employees and not more than 34  
          hours or less than 20 hours for parttime employees. 
  
      3.  Intermittent employees (less than 19 hours) normally work  
          irregular workweeks which require service on different  
          shifts, different hours of the day or different days of  
          the administrative workweek. 
  
  C.  Establishment of Tours of Duty.  
  
      1.  Employee tours of duty should be established as follows: 
  
          a.  To facilitate the efficient operation of the NAFA and  
              achievement of its mission. 
  
          b.  For regularly scheduled employees at least one (1) week in  
              advance of the beginning of the workweek when  
              operations permit. 
  
          c.  For either five (5) or six (6) day work schedules depending  
              on the needs of the command. 
  
          d.  When the daily tour of duty begins in one calendar day, the  
              day on which the tour begins will identify the tour for that  
              day. 
  
          e.  Tours of duty should not be capriciously changed or adjusted  
              solely to avoid the payment of overtime or premium pay for  
              regularly scheduled employees, however; management retains  
              the right to adjust hours of work either below minimum or  
              above the maximum range of each category of employment due to  
              business exigencies.  Examples of business exigencies  
              include: 
  
              (1)  Taking of physical inventories. 
  
              (2)  Holiday sale fluctuations for brief period of time. 
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  4.C.1.  e.  (3)  Requirements for covering leave taken by other employees. 
  
              (4)  Sudden unforseen decreases in sales volumes. 
  
              (5)  Adverse weather conditions for short periods of time. 
  
          f.  The remarks section of the SF-50 should indicate the  
              minimum number of hours specified for the tour of duty. 
  
  D.  Timekeeping. 
  
      1.  Commands shall establish a timekeeping system for all hourly pay  
          plan employees for pay, leave and overtime purposes. 
  
      2.  The type of system developed for timekeeping will be at the  
          discretion of the command.  Some example systems:  sign in/out  
          sheets; automated time clocks; end of pay period time and  
          attendance forms.  Absenses on leave shall be documented on  
          properly executed standard form 71 (Application for Leave).  The  
          timekeeping records shall be certified as accurate by the  
          immediate supervisor and employee prior to submission to the  
          payroll department for processing. 
  
      3.  Employees will neither sign or clock in prior to the beginning of  
          their regular scheduled shift nor sign or clock out later than  
          the end of their scheduled shift without proper authorization.   
          To permit such action may indicate tacit consent and the  
          liability for payment of overtime could result. 
  
      4.  The timekeeping requirement shall be applied uniformly to all  
          hourly pay plan employees regardless of type of position  
          or location. 
  
  E.  Rest Periods. 
  
      1.  Short rest periods during the daily tour of duty may be  
          established at the discretion of the command.  Rest periods are  
          not a right of employment but may be granted for the  
          following reasons: 
  
          a.  Relief from hazardous work. 
  
          b.  Relief from fatigue caused by continuous physical exertion. 
  
          c.  Increased efficiency or production will result. 
  
      2.  Rest periods may be granted subject to the following conditions: 
  
          a.  If the criteria above applies. 
  
          b.  The rest period may not exceed 15 minutes during each 4 hours  
              of continuous work. 
  
          c.  The rest period will not be a continuation of the  
              lunch period, or to depart from work early. 
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  4.F. Meal periods.  
  
      1.  Meal periods during which the employee is entirely free from  
          duty may not be considered duty time and the employee may not be  
          compensated for the meal period. 
  
      2.  When the nature of an employee's duty requires the employee to  
          remain at their duty station (a one person operation), an  
          on-the-job meal period may be established.  The employee will be  
          compensated for on-the-job meal period not in excess of 20  
          minutes. 
  
      3.  Under FSLA, no employee may be required to work more than six  
          (6) continuous hours without a meal period. 
  
  G.  Paid Holidays. 
  
      1.  Legal holidays: 
  
          a.  New Year's Day 
  
          b.  Washington's Birthday 
  
          c.  Memorial Day 
  
          d.  Independence Day 
  
          e.  Labor Day 
  
          f.  Columbus Day 
  
          g.  Veteran's Day 
  
          h.  Thanksgiving Day 
  
          i.  Christmas Day 
  
          j.  Inauguration Day (in the Washington, DC metropolitan area  
              only). 
  
          k.  Any other calendar day designated a holiday by Federal  
              Executive Order. 
      2.  Determination of holidays for regularly scheduled employees. 
  
          a.  When a legal holiday falls on a workday in the employees  
              regularly scheduled workweek, that workday is the holiday. 
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  4.G.2.  b.  For employees whose workweek consists of days other than  
              Monday through Friday, the holiday is determined as follows: 
  
              (1)  When a legal holiday falls on a workday within the  
                   employees regularly scheduled workweek, that day is the  
                   holiday. 
  
              (2)  When a legal holiday falls outside the regularly  
                   scheduled workweek, the day to be treated as the holiday  
                   will be the day of the regularly scheduled  
                   administrative workweek which immediately precedes or  
                   immediately follows the legal holiday. 
  
              (3)  An employee with a regularly scheduled workweek of less  
                   than 5 days has no entitlement to holiday leave or  
                   premium pay when a holiday falls outside the regularly  
                   scheduled workweek. 
  
          c.  To allow for continuity of operations, commanding officers  
              may designate alternative days as the holiday for  
              individual employees when the strict application of the "day  
              preceding or day succeeding" rule would result in disruption  
              to the NAFA. 
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  Chapter 5.  WAGE AND SALARY ADMINISTRATION 
  
  A.  General.  
  
      1.  Wage Administrative Policies and Procedures for prevailing rate  
          employees (NS, NA, NL) are mandated by the Federal Personnel  
          Manual Supplement 532-2. 
  
      2.  Coast Guard policy adopts many of the provisions of FPM  
          532-2 for all other hourly paid employees (PS, AS) and considers  
          them all as prevailing rate employees with entitlements of FPM  
          532-2.  Exceptions will be identified in the topical areas. 
  
      3.  Coast Guard policy extends certain Civil Service General Schedule  
          (GS) pay provisions to salaried employees performing comparable  
          work under the Universal Annual Salary System. 
  
  B.  Occupational Groupings and Pay Categories.  The pay category  
      (NA, PS, AS, UA) indicates the type of wage system and specific wage  
      schedule from which the job is paid.  The occupational category is  
      indicated by either the three (3) or four (4) number code which  
      follows the wage prefix (ie., 2091) which indicates the job family.   
      Wage system designations are as follows: 
  
      1.  Crafts and Trades 
  
          a.  Non-Supervisory Jobs:  Code NA. 
  
          b.  Leader Jobs:  Code NL. 
  
          c.  Supervisory Jobs:  Code NS 
  
      2.  Patron Services:  Code PS 
  
      3.  Administrative Services:  Code AS 
  
      4.  Universal Annual:  Code UA 
  
  C.  Establishment of Wage Schedules. 
  
      1.  Hourly wage rates for crafts and trades, patron services, and 
          administrative support civilian NAFA employees of Coast Guard  
          activities employed in the United States, its territories,  
          and possessions shall be set to conform with prevailing rates for  
          comparable work in local establishments engaged in  
          similar operations.  If state or municipal minimum wage rates  
          are higher than federal minimum wage rates, the state 
          minimum wage rate is followed. 
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  5.C.2.  In order to determine prevailing rates, wage surveys are conducted by  
          DOD.  Wage surveys are conducted no less frequently than once every 2  
          years.  Local wage surveys are jointly conducted by a committee  
          consisting of representatives of all non-appropriated fund activities in  
          each labor market area, under the direction of the area coordinator  
          designated by the DOD NAFA Salary and Wage Fixing Authority.  Included in  
          the survey are non-appropriated fund employees of special services, 
          consolidated package stores, messes, guest housing, exchanges, and non- 
          appropriated fund activities of other components of the armed forces.  
          Wage policies and the determination of wage rates are not items for  
          negotiation with employee organizations. 
  
      3.  The Universal Annual Salary Plan is linked to the Civil Service General  
          Schedule pay plan. 
  
      4.  Cost of Living Allowance (COLA) and Differentials in Non-Foreign Areas  
          for Universal Annual Employees generally duplicate the compensation  
          practices of the General Schedule system.  Accordingly, the allowances  
          and/or differentials established by the Office of Personnel Management 
          for General Schedule employees in designated non-foreign areas 1) whose  
          pay is fixed by statute and 2) who are otherwise eligible apply to NAFA  
          employees paid from Universal Annual (UA) Schedule.  Such allowances  
          and/or differentials will be paid in accordance with the provisions of 
          FPM 591 series.  Non-foreign areas mean the United States, Commonwealth  
          of Puerto Rico, territories and possessions of the United States, and  
          such additional areas located outside the continental United States as  
          the Secretary of State designates (see Appendix A (591-A-1) of FPM 591). 
  
          a.  Additional pay resulting from the payment of both a COLA and a  
              differential may not exceed, in any circumstances, 25% of the  
              employee's basic rate of pay.  An employee eligible for both COLA and  
              a differential should first be paid the COLA.  If the allowance does  
              not amount to 25% of the employee's basic rate of pay, the employee  
              will be paid a part of the differential so that the total additional 
              pay does not exceed 25% of the basic rate. 
  
          b.  Cost of living allowances are not included in gross income for  
              federal income tax purposes. 
  
  D.  Highest Previous Rate. 
  
      1.  Highest previous rate will be applied for any previous permanent, non  
          probationary Coast Guard service for NAF prevailing rate employees. 
          These provisions will be administered in accordance with FPM Supplement  
          532-2, Chapter S-8-3e. 
  
      2.  When a UA employee moves into a position non-competitively by  
          reinstatement, reassignment, or transfer, the employee may be paid at any  
          rate according to the grade which does not exceed his/her highest  
          previous rate.  If the highest previous rate falls between two rates of  
          the new grade, the higher rate may be given.  Except under special  
          circumstances, no initial appointment shall be made in the UA schedule  
          above the minimum step of the authorized grade.  Requests for exceptions 
          to this policy must be approved by the commanding officer. 
  

21 



Encl (53) to COMDTINST M7010.5, CH-12 
28 JUN 1982  
   
  5.E. Hours of work compensable at straight time.  
  
      All elapsed time from the moment an individual actually commences  
      his scheduled tour of duty for NAFA until work is finished for the  
      day, except for the deduction for time spent for meal periods,  
      constitutes a days work.  Arriving early or leaving late for the  
      employees own convenience is not to be included as time worked.   
      Managers may be liable for the payment of overtime 
      compensation for non-exempt employees under the concept of "suffer  
      to permit" if positive steps to stop unauthorized overtime are  
      not taken. 
  
  F.  Hours of work compensable at overtime pay.  
  
      1.  Overtime premium must be paid for tours of duty, extended by  
          management, in excess of 8 hours a day or in excess of 40 hours  
          in an administrative workweek which are actually worked by the  
          employees.  (See Chapter 5-J on 
          Call Backs for exception.) 
  
      2.  Managers are required to approve all overtime work prior to its 
          performance. 
  
      3.  Prevailing rate and non-exempt UA employees shall be paid  
          overtime at the rate of one and one-half times their regular  
          hourly basic rate (with differentials if applicable).  All  
          fractional hours of overtime work shall be accumulated on a  
          workweek basis and paid if in excess of 
          one-tenth of an hour. 
  
      4.  Prevailing rate and non-exempt UA must be paid overtime and may  
          not be given compensatory time off as a substitute. 
  
      5.  All authorized leave with pay will be considered as hours worked  
          for the purpose of computing overtime.  Likewise, hours of pay  
          credited for holidays are considered hours worked for the  
          purpose of computing overtime. 
  
      6.  For non-exempt employees in a training status, overtime is  
          earned when an employee is required to return to work after the  
          training session and the total time of training plus work in  
          this particular sequence of events exceeds 8 hours.  The  
          employee must be required to return to work for any 
          entitlement for overtime to be established. 
  
      7.  UA Exempt (professional, managerial & supervisory personnel) may  
          be authorized compensatory time-off when approved in writing by  
          the NAFA officer. 
  
  G.  Sunday Premium Pay.  
 
      1.  A fulltime non-exempt employee whose regular work schedule  
          includes an 8-hour tour of duty part of which is on Sunday, is  
          entitled to additional pay of 25% of his/her basic rate of pay  
          for each hour worked during the shift.  For the purposes of  
          establishing entitlement to Sunday pay, a fulltime employee  
          is defined as one who has a basic workweek of 35-40 
          hours and who is regularly scheduled to work on Sundays. 
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  5.G.2.  An employee who work more than 8 hours in a single tour of duty  
          on a Sunday does not receive Sunday premium pay for hours in  
          excess of 8 hours. 
  
      3.  Overtime pay applicable to a Sunday or holiday is based on the  
          same rate as for overtime worked on another day.  Sunday premium  
          pay is excluded in the computation of pay for holidays, overtime,  
          and night shift differentials. 
  
  H.  Holiday Pay. 
  
      1.  A non-exempt employee (except employees in a leave-without-pay  
          status) having a regularly scheduled tour of duty on the day of  
          the week on which the holiday falls and who is excused from work  
          because of the holiday is entitled to the same rate of pay for  
          that day, including any applicable night differentials, as if he  
          or she had worked the hours normally scheduled. 
  
      2.  A non-exempt employee who is entitled to holiday pay and is  
          required to work is entitled to his/her basic pay plus premium  
          pay at a rate equal to the basic pay for that holiday work which  
          is not in excess of 8 hours or otherwise overtime work. 
  
      3.  A non-exempt employee is entitled to pay for overtime performed  
          on a holiday at the same rate as for overtime on other workdays. 
  
      4.  Holiday premium pay is excluded from the computation of overtime  
          pay, night shift differentials, or premium pay for Sunday work. 
  
  I.  Night Shift Differentials.  
  
      1.  A non-exempt employee is entitled to his/her scheduled rate plus  
          a differential for "regularly scheduled" non-overtime work  
          when the majority of his/her work hours fall within the  
          shift as follows: 
  
          a.  7 1/2% differential for 1500 - 2400 shift. 
  
          b.  10% differential for 2300 - 0800 shift. 
  
      2.  The entitlement and the rate of differential for the hours worked  
          are based on the shift where the majority of "regularly 
          scheduled" hours are included.  Eligibility is established  
          if regularly scheduled to work the evening shift. 
  
      3.  Night shift differentials are included in the rates of basic pay  
          which are used as a basis for computing overtime pay, Sunday pay  
          and holiday pay. 
  
      4.  An employee absent on paid leave who is assigned to a night  
          shift on a fulltime basis is entitled to receive the night shift  
          differential. 
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  5.J. Call-Back.  Call-back is occasional work performed, including  
      training sessions, by a non-exempt employee at any time during a day  
      for which the employee has not been scheduled and is required to  
      report to the place of employment.  Whether or not work is performed,  
      the minimum time credited for pay purposes is 2 hours. 
  
  K.  Within-Grade Increases. 
  
      1.  For NAFA Prevailing Rate employees, within-grade increase (WIGI)  
          will be granted in accordance with the provisions of FPM  
          Supplement 532-2, Chapter S-8. 
  
      2.  For Universal Annual employees, within-grade increases are based  
          on Civil Service pay equivalency. 
  
          a.  A within-grade step increase is a one-step increase in  
              an employee's basic rate of pay.  Within-grade increases are  
              granted only after the employee meets the following  
              requirements: 
  
              (1)  Must have served the required waiting period for  
                   advancement to the next higher step of a grade. 
  
              (2)  Must not have received an equivalent increase (a QSI is  
                   not considered an equivalent increase) during the  
                   prescribed waiting period. 
  
              (3)  The level of performance must have been determined  
                   to be acceptable.  A NAFA employee's performance is  
                   acceptable when the employee achieves or maintains an  
                   overall performance rating of satisfactory or better. 
  
          b.  The waiting period for within-grade increases varies with the 
              numerical step of the grade in which the UA employee is  
              serving.  The waiting periods are: 
  
              (1)  52 calendar weeks of creditable service to steps 2, 3,  
                   and 4. 
  
              (2)  104 calendar weeks of creditable service to steps 5, 6,  
                   and 7. 
  
              (3)  156 calendar weeks of creditable service to steps 8, 9,  
                   and 10. 
  
          c.  The employee's waiting period begins on the date of  
              appointment to a new grade or upon receipt of an equivalent  
              step increase. 
  
          d.  The employee shall be advanced in pay successively to the  
              next higher step within the grade at the beginning of the  
              next pay period following eligibility as outlined in 2c  
              above. 
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  5.K.1.  e.  If an employee's performance is not at an acceptable level,  
              his/her WIGI may be withheld.  If a WIGI is to be withheld,  
              the employee should be given a 30-day advance written notice  
              outlining performance deficiencies.  If during the notice  
              period, the employee's performance improves to a satisfactory  
              level, the WIGI should be given on the date due.  If a WIGI  
              is withheld past the notice period,it may be given at any  
              subsequent time the supervisor determines the employee's 
              performance has improved to a satisfactory level and is 
              effective on the date of approval. 
  
  L.  Supplemental Remuneration.  No employee shall be compensated  
      wholly or in part by the following forms of supplemental  
      remuneration: 
  
      1.  Percentage of sales or profits. 
  
      2.  Meals exceptions for food service workers may be requested from  
          the Commandant (G-FRS) in accordance with the IRS "convenience  
          of the employer" rule. 
  
      3.  Merchandise, goods, or services. 
  
      4.  Grants, discounts, or loans. 
  
      5.  Fees or favors for allowing the use of any building or space to  
          sell, display, or advertise any product, artwork, merchandise, or  
          service.  A remuneration in the form of money, goods, service,  
          etc., for these purposes becomes the property of the NAFA. 
  
      6.  Fees for lessons.  Any fees collected for lessons given become  
          the property of NAFA.  However, up to 90% may be paid to a  
          golf professional as a commission, taxable income, providing  
          lessons are not conducted during periods of time for which he or  
          she receives regular pay. 
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  Chapter 6.  LEAVE 
  
  A.  Policy. 
  
      1.  The provisions of this chapter apply to all regular fulltime and  
          parttime employees.  Each commanding officer shall endeavor to  
          keep attendance of employees at a maximum and unscheduled  
          absences at a minimum with the full realization that certain  
          unplanned absences are unavoidable and inevitable. 
  
  B.  Rights of the command. 
  
      1.  The command shall reserve the following rights: 
  
          a.  To authorize or deny requests for leave and to require  
              sufficient justification for medical and emergency absenses. 
  
          b.  To investigate or verify questionable or emergency absences. 
  
          c.  To charge AWOL for unauthorized absence and take disciplinary  
              action when appropriate. 
  
  C.  Responsibilities of NAFA Employees. 
  
      1.  Every NAFA employee of the Coast Guard has the following  
          obligations and responsibilities to the command concerning  
          absence. 
  
          a.  Advance notice. 
  
              When the need for being absent from work is known in advance,  
              the employee must notify the supervisor as far in advance  
              as possible. 
  
          b.  Notice of unexpected absence. 
  
              When an employee who has not given advance notice finds that  
              he/she cannot report for work, the supervisor must be  
              notified before the starting time or within the first hour of  
              the scheduled shift. 
  
          c.  Failure to give notice. 
  
              Failure of an employee to give proper notice, unless  
              manifestly impossible, shall constitute cause for being  
              placed in an AWOL status. 
  
          d.  Limits on Absence. 
  
              Unless an absences has been authorized in advance, or an  
              absence is either unavoidable or justifiable, every NAFA  
              employee scheduled for work shall be expected for his/her  
              tour of duty. 
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  6.C.1.  e.  Documentation. 
  
              All absences on leave shall be documented on a properly  
              completed SF-71.  (Application for Leave.)  This form is  
              the supporting documentation to the time and attendance  
              record and is forwarded to the payroll office. 
  
  D.  Types of Approved Leave. 
  
      1.  Annual Leave. 
  
          a.  Annual leave is earned by all permanent regularly scheduled  
              full and parttime employees, including probationary  
              employees, and all temporary full or parttime employees  
              whose appointments are for more than 90 days.  Parttime  
              employees not on a regularly scheduled work week and  
              intermittent employees are not entitled to annual leave 
              benefits. 
  
          b.  Eligible employees shall accrue annual leave on the  
              following basis: 
  
  FIGURE OMITTED 
  Length of Service 
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  6.D.1.  c.  Employees may be granted advance payment for annual leave prior to  
              departure on leave in the amount of earned leave that he/she is  
              taking.  Employees shall not be granted advance payment for leave in  
              excess of the amount accumulated at the commencement of leave. 
              Normal payroll deductions will be taken from advance payments. 
  
          f.  Annual leave shall be credited to the leave records at the end of  
              each non-appropriate fund activity payroll period.  Employees will be  
              notified of their leave balance at least quarterly. 
  
          g.  A maximum accrual of 240 hours will be allowed.  Annual leave accrued  
              in excess of 240 hours and not taken by the end of the last pay  
              period in January of each fiscal year shall be forfeited, except when  
              certified in writing by the NAFA officer that the employee was denied  
              the privileges of taking annual leave due to the overriding needs of  
              the NAF activity and secondly approved by the command.  Under these 
              circumstances, the excess annual leave shall be placed in a carry- 
              over account.  This leave must be used prior to the end of the  
              current leave year or forfeited. 
  
          h.  If possible, annual leave shall be granted to eligible employees for  
              the periods requested.  In order that all eligible employees receive  
              fair and equal consideration in the granting of annual leave, leave  
              schedules should be established.  The approval of this advanced leave 
              schedule should not preclude a change of dates if necessary. 
  
          i.  Permanent and temporary employees who are separated for any reason  
              shall be paid for their unused annual leave.  As an exception to  
              this, a transferring employee may request that accrued leave be  
              forwarded to the gaining Coast Guard NAFA unit. 
  
          j.  Under the following conditions, employees may be required to use  
              their annual leave or LWOP if no annual leave is available to their  
              credit with or without their consent: 
  
              (1)  In cases of interrupted, suspended, or reduced operations.  When  
                   possible 24 hours advanced notice should be given. 
  
              (2)  When an employee is not "ready, willing, and able" to work, and  
                   alternate assignments would not be equitable or feasible; e.g., 
                   failure to have proper safety equipment or refusing to perform  
                   properly assigned duties within the scope of his/her official  
                   position. 
  
              (3)  To make sure that leave in excess of the maximum accumulation is  
                   not forfeited at the end of the leave year. 
  
          k.  Employees who do not have sufficient annual leave to cover a required  
              absence may be granted leave without pay or advanced annual leave. 
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  6.D.2.  Sick Leave. 
  
          a.  Sick leave is a privilege and only becomes an employee's right when  
              used in full compliance with leave regulations.  Permanent full or  
              parttime employees, including probationary employees, are eligible  
              for sick leave benefits.  Temporary full or parttime employees with  
              appointments of more than 90 days are also eligible for sick leave  
              benefits.  Parttime employees, not on a regularly scheduled parttime  
              workweek,and intermittent employees are not entitled to sick leave 
              benefits. 
  
          b.  Sick leave shall accrue at the rate of 5.0% of the total hours in a  
              pay status not to exceed 4 hours for each bi-weekly pay period. 
  
          c.  There is no limitation on the amount of sick leave which may be  
              carried forward from one year to the next.  Accumulation shall be  
              from the date of employment. 
  
          d.  Sick leave shall not normally be granted in units less than 1/2 hour  
              (30 minutes). 
  
          e.  Sick leave shall be granted for absences only for the following  
              reason: 
  
              (1)  To receive medical, dental, or optical examination or treatment. 
  
              (2)  Inability to perform duties because of sickness, injury, or  
                   pregnancy and confinement by an authorized practitioner. 
  
              (3)  Presence at duty would jeopardize the health of others  
                   because of exposure to a contagious disease. 
  
                   NOTE:  Contagious disease is defined as one requiring  
                   isolation, quarantine, or restriction of movement by  
                   the employee for a particular period in accordance  
                   with regulations prescribed by the local health  
                   authorities. 
  
          f.  While sick leave, like annual leave, accrues during the  
              period of employment, it is not intended that sick leave be  
              used in its entirety, except as necessary for reason listed  
              herein.  Repetitive use of sick leave, especially for periods of 3  
              days or less, may be an indication that an employee is abusing this  
              privilege.  In such cases, the supervisors may request medical  
              certificates for periodsof sick leave of less than 3 days. 
  
          g.  When an employee is absent for illness or injury for 3 or more  
              consecutive workdays, the application for sick leave should be  
              supported by a doctor's certificate.  When this certificate cannot be  
              obtained, a certificate by the employee relating the facts of the  
              illness may, at the discretion of the supervisor, be accepted. 
  
          h.  Employees who are disabled shall be retained in a sick leave status  
              during the 60-day waiting period required prior to becoming eligible  
              for disability benefits. 
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  6.D.2.  i.  No lump sum payment of unused sick leave shall be made to the  
              employee upon separation nor to the employee's survivor in the event  
              of the death of the employee.  However, employees who transfer to or  
              are re-employed by other Coast Guard NAF activities within 1 year may  
              transfer unused sick leave to his/her new employing activity.  During 
              the first 12 months after the employee's transfer or rehire, the  
              gaining activity will be reimbursed by the former activity for any  
              accumulated and approved sick leave the employee has used:  (1) which  
              is in excess of his/her entitlement during the employee's first year  
              with the gaining activity and (2) which does not exceed the amount of  
              accumulated sick leave the employee had to his/her credit.  Request  
              for reimbursement must be accompanied by verified statements of the  
              sick leave balance transferred and sick leave granted.  Reimbursement  
              is not authorized for absences covered by advance sick leave. 
  
          j.  When an employee is absent as a result of an illness or injury  
              covered by workmen's compensation insurance, payment of accrued sick  
              leave should be in an amount that when added to workmen's  
              compensation benefits will equal the employee's normal weekly  
              straight-time salary.  If workmen's compensation benefits are  
              delayed, accrued sick leave should be paid.  Upon receipt of  
              workmen's compensation, reimbursement for sick leave used should be  
              made by the employee.  The sick leave should then be reaccredited to 
              the employee's sick leave balance. 
  
          k.  At the discretion of the command, advance sick leave may be granted  
              up to a maximum of 30 days in cases of serious injury or illness.  
              Prior to granting advanced sick leave, assurance should be received  
              that the employee will return to duty for a sufficient period of time  
              to earn the advanced leave. 
  
      3.  Leave Without Pay. 
  
          a.  Leave without pay (LWOP) is approved leave in a non-pay status  
              granted by the supervisor at the request of the employee.  The  
              permissive nature of LWOP distinguishes it from absences without  
              leave (AWOL).  AWOL is an absence from duty which was not authorized  
              or approved and time for which an employee is not paid.  Granting of  
              LWOP is a matter of command discretion and, except for disabled  
              veterans receiving medical treatment, employees cannot demand it  
              as a right.  Each LWOP request should be examined carefully to ensure  
              that the value to the activity or the needs of the employee are  
              sufficient to offset such costs and inconveniences as: 
  
              (1)  Loss of production over an extended period of time. 
  
              (2)  Obligation to provide employment when the leave period ends. 
  
              (3)  Additional workloads placed on other employees. 
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  6.D.3.  b.  LWOP will not be authorized: 
  
              (1)  For temporary employees except for short periods of time  
                   for emergencies. 
  
              (2)  For vacation purposes in lieu of annual leave. 
  
              (3)  To permit employees to accept other employment. 
  
              (4)  When employees have appropriate earned leave to their  
                   credit. 
  
          c.  The following situations may warrant the approval of LWOP: 
  
              (1)  For recovery from incapacitation not of a permanent or 
                   disqualifying nature. 
  
              (2)  To cover absences for medical, optical, or dental  
                   treatment when sick leave or annual leave is not  
                   available. 
  
              (3)  In the case of a Reservist or National Guardsman, for  
                   the purpose of performing military duties when not  
                   entitled to Military Leave.  (See FPM Supplement  
                   990-2, Chapter 630). 
  
              (4)  For educational purposes when the course of study is  
                   related to the employee's work. 
  
          d.  Authority to approve LWOP is established as follows: 
  
              (1)  Periods of 10 days or less may be approved by  
                   supervisors or other line management officials who  
                   are designated by the command to approve leave. 
  
              (2)  Periods in excess of 10 days must be approved by the  
                   NAFA officer.  Requests should be submitted to the  
                   NAFA officer to be processed in accordance with locally  
                   established procedures. 
  
      4.  Excused Absence. 
  
          a.  An excused absence (commonly referred to as administrative  
              leave) is an absence from duty administratively authorized  
              without loss of pay and without charge to leave.  Ordinarily,  
              excused absences are authorized on an individual basis,  
              except where an installation is closed or a group of  
              employees are excused from work for various reason. 
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  6.D.4.  b.  Excused absence may be granted under the following  
              conditions when the command policy permits: 
  
              (1)  Brief Periods of Absence or Tardiness.  Occasional  
                   absence from duty during the workday or tardiness may be  
                   excused for periods of less than 1 hour for adequate  
                   reasons.  However, repeated tardiness or unauthorized  
                   absences may warrant a charge of absence without leave  
                   (AWOL). 
  
              (2)  Group Dismissals.  Commanding Officers are  
                   authorized to issue administrative orders excusing all  
                   or a portion of the workforce for such reasons as  
                   (1) extreme weather conditions or (2) managerial reasons  
                   such as power failure, breakdown of machinery, lack  
                   of materials, etc.  Such excusals will normally 
                   not exceed 2 consecutive days.  However, group absences  
                   to attend parties, picnics, etc., which are not  
                   official functions or during which employees do not  
                   participate in their official capacity, must be charged  
                   to annual leave.  Those employees required to remain on  
                   duty until normal closure time for ease of shutdown  
                   or other managerial consideration are not entitled to 
                   any additional compensation in the form of overtime or 
                   compensatory time solely because they were required to  
                   remain at the work site when others have been dismissed  
                   early. 
  
              (3)  Absence for an Employee Labor Organization.  An  
                   employee serving as a representative of an employee  
                   organization may be excused to receive information,  
                   briefing, or orientation relating to matters of mutual  
                   concern to management and the employee organization.   
                   Excused absence for this purpose should ordinarily 
                   not exceed 8 hours per leave year. 
  
              (4)  Absence for Medical Reasons.  Employees may be  
                   excused without charge to leave to undergo medical  
                   examinations or treatment when such examinations or  
                   treatment are a part of the activity-sponsored  
                   Civilian Health Program or as a result of an on-the-job  
                   injury.  In case of on-the-job injury, the excused 
                   absence would not exceed 8 hours on the day of injury. 
  
      5.  Court Leave. 
  
          a.  General.  Court leave is absence from duty without loss  
              of pay or charge to leave to perform jury duty in a federal,  
              state, or municipal court or to serve as a witness in an  
              unofficial capacity on behalf of a state or local  
              government.  Service as a witness in an official capacity  
              on behalf of the United States, District of Columbia, a  
              state or local government, or a private party is considered  
              to be official duty.  Service as a witness in an unofficial 
              capacity on behalf of a private party shall be charged as 
              annual leave or LWOP. 
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  6.D.5.  b.  Eligibility for Court Leave.  Regularly scheduled permanent and  
              temporary employees are eligible for court leave as follows: 
  
              (1)  Permanent and temporary employees may be granted court  
                   leave to perform jury duty. 
  
              (2)  Permanent and temporary employees may be granted court leave  
                   during periods of necessary absence while serving as witnesses  
                   in a non-official capacity on behalf of a state or local  
                   government.  They should also be given official time when they  
                   appear in an official capacity whether on behalf of a government  
                   or private party. 
  
          c.  Granting Court Leave.  Whenever an employee is called for jury duty  
              or as a witness, the following guidelines are applicable. 
  
              (1)  Obtain a copy of the court order, subpoena, or summons from the  
                   employee. 
  
              (2)  When the employee returns to duty, have him/her submit written  
                   evidence of court attendance, showing the dates  (and hours, if  
                   possible). 
  
              (3)  Forward all supporting documents to the payroll office. 
  
              (4)  Court leave is granted only during those days and hours  
                   the employee would otherwise be in a pay status. 
  
              (5)  If an employee is excused or released by the court, he/she is  
                   expected to return to duty unless this would be impractical  
                   because of the distance involved or amount of time remaining in  
                   the workday. 
  
          d.  Disposition of Fees.  All fees and allowances payable as the result  
              of jury duty or serving as a witness are to be forwarded (exclusive  
              of transportation and meals) to the NAFA officer.  The activity will  
              apply these fees against the earnings payable to the employee while  
              on such leave.  The employee is entitled to retain any fees received  
              for jury service which are in excess of regular pay. 
  
      6.  Leave for Maternity Reasons. 
  
          a.  Pregnancy is a condition which eventually requires the employee to be  
              absent from the job because of temporary disability.  As a means of  
              accommodating this temporary disability, appropriate leave is granted  
              to the employee.  To the extent available, sick leave should be used  
              to cover time required for physical examinations and the period of  
              disability.  An absence covering pregnancy and confinement is to be  
              treated like any other medically certified temporary disability. 
  
          b.  After delivery and recuperation, the employee may desire a period of  
              adjustment or need time to make arrangements for the care of the  
              child.  Such absence may be authorized by granting available annual  
              leave or leave without pay. 
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  6.D.6.  c.  In 1974, the Supreme Court ruled that agencies could not require that  
              a pregnant woman take a specified period of time off for pregnancy  
              and confinement.  It declared unconstitutional arbitrary cutoff dates  
              which fail to take into account the individual woman's physical  
              condition.  The court accepted the fact that while pregnancy results 
              in temporary disability, any actual disability affecting employment  
              must be considered on an individual basis. 
  
          d.  Requests for advance sick leave for maternity reasons should be  
              considered under the sick leave guidelines contained in this chapter. 
  
      7.  Military Leave: 
  
          a.  Military leave is absence from duty without loss of pay or charge to  
              leave authorized for members of reserve components of the Armed  
              Forces and the National Guard.  NAFA employees who are eligible for  
              military leave are entitled to both their NAFA and military pay.  The 
              amount and purpose of the leave is as follows: 
  
              (1)  Not to exceed 15 calendar days in a calendar year for the  
                   purpose of performing active training duty. 
  
              (2)  Not to exceed 22 workdays in a calendar year for the purpose of  
                   providing military aid to enforce the law. 
  
              (3)  For members of the District of Columbia National Guard only,  
                   unlimited military leave is available for use during their  
                   annual encampments.  (See FPM Supplement 990-2, Chapter 630,  
                   Subchapter 9 for details.) 
  
          b.  All regularly scheduled permanent fulltime and permanent part time  
              employees are eligible for military leave when competent orders are  
              presented.  Temporary and intermittent personnel are not entitled to  
              military leave. 
  
          c.  Whenever an employee applies for military leave, the following  
              guidelines are applicable: 
  
              (1)  Obtain a copy of orders and submit them to the payroll office. 
  
              (2)  Have the employee obtain certification from the appropriate  
                   military officer as evidence that the active military duty was  
                   performed. 
  
              (3)  Have payroll office retain the certification with his/her  
                   attendance records. 
  
      8.  Leave for Religious Observances.  It is the Coast Guard's policy to give  
          favorable consideration to requests for annual leave or leave without pay  
          or to make other reasonable accommodations to the religious needs of  
          employees to the extent that such accommodations do not cause undue  
          hardships or involve additional costs on NAF operations.  Excused absence 
          (administrative leave) is not appropriate for this purpose. 
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  Chapter 7.  POSITION CLASSIFICATION 
 
  A.  General. Position classification is the process by which duties and  
      responsibilities are analyzed and put into different kinds of classes of  
      positions.  The result of this process provides the position, title, series  
      and grade. 
  
  B.  Position Descriptions.  An integral part of position classification is the  
      position description.  In NAFA each position will have a position description  
      prepared by the activity and classified by Commandant (G-PC-2).  All UA  
      position descriptions, whether new positions or redescriptions, are to be  
      forwarded to COMDT (G-FRS) for review prior to classification.  If two or 
      more positions have identical duties, supervisory controls, and working  
      conditions, only one position description need be prepared and classified.  
      The description may be used for each additional identical position within the  
      organization.  Position descriptions for all jobs are prepared by using the  
      OF-8.  The contents should clearly define the major duties to be performed,  
      the supervisory controls that will be exercised, any skill or knowledge 
      necessary for successful performance, and any special factors or  
      requirements, such as travel, rotating shifts, sales volume, number of  
      activities, and geographical spread.  In addition to the above listed  
      factors, position descriptions for crafts and trades jobs (NA, NL or NS) must  
      outline the physical effort required to perform the duties and the working  
      conditions under which the duties are performed.  Detailed information for  
      preparing position descriptions and standard PD's is found in Appendices B  
      and C respectively. 
 
  C.  Position Reviews.  Formal position reviews shall be conducted not less than  
      annually and additionally on other occasions such as changes in operations,  
      changes in staffing patterns, or changes in support patterns.  Whenever a  
      material change in duties, responsibilities, supervisory controls or working  
      conditions occurs in an employee's position, a revision to the official  
      position description should be made promptly by preparing a new OF-8 and 
      submitting it to Commandant (G-PC-2) for classification.  Positions  
      determined to be unnecessary shall be abolished.  When a permanent position  
      has been vacant for a period of six months and no recruitment action has  
      been initiated, the position shall be considered as unnecessary and therefore  
      abolished.  Position reviews shall be documented on Form CG-3297 (Rev 9-69)  
      and a copy forwarded to Commandant (G-PC-2). 
  
  D.  Classification Appeal Procedures for Crafts and Trades Positions. 
  
      1.  General. 
  
          a.  Only one appeal adjudication is allowed within the Department of  
              Transportation (DOT) and this must be a level above the organization  
              responsible for classification of the job.  Appeals on job grading  
              actions taken by Commandant (G-PC-2) will be referred to Commandant  
              (G-PC-4) via the chain of command for adjudication.  When an employee  
              is not satisfied with this appeal decision, he/she may appeal the 
              decision to the Office of Personnel Management (OPM) through the  
              chain of command.  An employee may not submit an appeal to OPM until  
              he/she has appealed to Commandant (G-PC-4). 
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  7.D.1.  b.  Employees may appeal the title, series, and/or grade of  
              their jobs.  Employees are encouraged to resolve questions  
              concerning the grading and classification of their jobs  
              through discussion with their supervisors prior to  
              filing an appeal. 
  
          c.  Employees have the right to be represented and advised by  
              a representative of their own choosing and be assured of  
              freedom from restraint, interference, coercion,  
              discrimination or reprisal.  A reasonable amount of official  
              time will be allowed to present the appeal.  An employee's  
              representative may not, as a matter of right, be present  
              during an audit of the job conducted by the Coast Guard or 
              the Office of Personnel Management. 
  
          d.  An employee who does not receive a decision within 60 days  
              from the date he/she filed an appeal with G-PC-4 may appeal  
              directly to OPM via Commandant (G-PC). 
  
      2.  When Appeals May be Filed. 
  
          a.  An employee may appeal at any time.  He/she may appeal  
              this decision  to OPM via Commandant (G-PC) within 15  
              calendar days after receipt of G-PC-4's decision. 
  
          b.  An appeal decision which reverses wholly or in part an  
              initial classification decision leading to a downgrade or  
              less compensation can be retroactive only when the employee  
              files an initial appeal within 15 calendar days of the  
              effective date of the adverse action. 
  
          c.  Coast Guard or OPM may extend the time limit specified above  
              if the appellant was not notified or was otherwise not aware  
              of these time limits or if due to circumstances beyond  
              his/her control. 
  
      3.  Contents of an Appeal.  An employee who files a  
          classification appeal must do so in writing and should provide  
          the following information: 
  
          a.  Name and mailing address. 
  
          b.  Location of his/her official organization. 
  
          c.  Name and address of the representative, if one is chosen. 
  
          d.  Exact location of his/her job in the organizational structure. 
  
          e.  Present title and grade. 
  
          f.  Requested title, grade, and/or series. 
  
          g.  Description of the work performance or a statement that the  
              official position description is complete and accurate. 
  
          h.  A statement of any facts he/she thinks may affect the appeal. 
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  7.D.4.  Effective Date of Appeal Decision. 
  
          a.  A decision which upholds an employee's appeal must be effective no  
              later than the beginning of the first pay period, which begins after  
              the 60th day from the date the appeal was filed. 
 
          b.  A job-grading change resulting from an appeal decision, which  
              reverses wholly or in part a downgrading or loss in compensation, is  
              retroactive to the date of the adverse action when: 
  
              (1)  The initial appeal, or a subsequent appeal to OPM, was within 15  
                   calendar days of the effective date of the classification  
                   decision. 
  
              (2)  The decision is based upon duties and responsibilities existing  
                   at the time of the downgrade or loss in compensation. 
  
          c.  When the decision raises the grade of a job initially downgraded,  
              retroactivity will apply only to the extent of restoration of the  
              grade immediately preceding the downgrading. 
  
          d.  When the appeal decision results in downgrading or loss in 
              compensation, the effective date may not be later than the first day  
              of the first pay period following expiration of the 30-day advance  
              notice period.  (Employees adversely affected by a classification  
              action will be given an advance notice in writing at least 30 days  
              before the reduction in grade or salary is effected.  The written  
              notice of the adverse action must be given within 10 days after  
              receipt by the NAF activity of notice of downward classification  
              action taken.) 
  
  E.  Classification Appeal Procedures for Employees in Patron Services,  
      Administrative Support, and Universal Annua Positions. 
  
      1.  General. 
  
          a.  Only one appeal adjudication is allowed; it must be filed via the  
              chain of command with Commandant (G-PC-4) whose decision is final. 
              There is no recourse to a higher authority. 
  
          b.  Employees may appeal the title, series, and/or grade of their  
              positions.  Employees are encouraged to resolve questions concerning  
              the classification of their positions through discussion with their  
              supervisors prior to filing an appeal. 
  
          c.  Employees have the right to be represented and advised by a 
              representative of their own choosing and be assured freedom from  
              restraint, interference, coercion, discrimination, or reprisal.  A  
              reasonable amount of official time will be allowed to present the  
              appeal.  An employee's representative may not, as a matter of right,  
              be present during an audit of the position conducted by the Coast  
              Guard. 
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  7.E.2.  Contents of an Appeal. 
  
          a.  An employee who files a classification appeal must do so in  
              writing and should provide the following information: 
  
              (1)  Name and mailing address. 
  
              (2)  Location of his/her official organization. 
  
              (3)  Name and address of the representative, if one is  
                   chosen. 
  
              (4)  Location of position in the organizational structure. 
  
              (5)  Present title and grade of the position. 
  
              (6)  Requested title, grade, and/or series. 
  
              (7)  Description of the work performed or a statement that  
                   the official position description is complete and accurate. 
  
              (8)  Why he/she believes his position is erroneously classified. 
  
          b.  Commandant (G-PC-4) shall issue a written decision to the appellant  
              not later than 60 calendar days following the date the appeal was  
              filed. 
  
      3.  Effective Date of Appeal Decisions. 
  
          a.  A decision which upholds an employee's appeal must be effective no  
              later than the beginning of the first pay period, which begins after  
              the 60th day from the date the appeal was filed. 
  
          b.  A classification change resulting from an appeal decision, which  
              reverses wholly or in part a downgrading or loss in compensation, is  
              retroactive to the date of the adverse action when: 
  
              (1)  The appeal to Commandant (G-PC-4) was filed no later than 15  
                   calendar days after the effective date of the action taken as a  
                   result of the initial classification decision. 
  
              (2)  The decision is based upon duties and responsibilities existing  
                   at the time of the downgrading or loss in compensation. 
  
          c.  When the decision raises the grade of a position initially  
              downgraded, retroactive adjustment will apply only to the extent of  
              restoration of the grade immediately preceding the downgrading. 
  
          d.  When the appeal decision results in downgrading or loss in 
              compensation, the effective date may not be later than the first day 
              of the first pay period following expiration of the 30-day advance  
              notice period.  (Employees adversely affected by a classification  
              action will be given an advance notice in writing at least 30 days  
              before the reduction in grade or salary is effected.  The written  
              notice of the adverse action must be given within 10 days after 
              receipt by the NAF activity of notice of downward classification  
              action taken.) 
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  Chapter 8.  PERFORMANCE EVALUATION & RATING 
  
 A.  General.  Performance evaluation is a means for evaluating the  
      quality of employee performance on a continuing basis against realistic  
      performance requirements.  The system provides for advising  
      employees about these requirements and evaluations of their  
      performances for recognition of exceptional performance and for  
      action to improve performance. 
  
  B.  Performance Requirements. 
  
      1.  Supervisors together with employees shall develop performance 
          requirements which relate to the major tasks and functions of the 
          position.  Performance requirements may be established for any or  
          all of the following aspects of a position.  They are not all  
          inclusive or mutually exclusive and some may merit greater  
          weight than others for a particular position.  Supervisors  
          should add to the following list any aspects pertinent to a  
          position and eliminate any which do not apply.  This list is  
          to be used as a guide.  Normally, only 5 or 6 of the aspects 
          listed will be considered critical to the satisfactory  
          performance of a particular position. 
  
          a.  Quality, accuracy and legibility of work. 
  
          b.  Productivity. 
  
          c.  Courtesy. 
  
          d.  Discipline. 
  
          e.  Self-improvement. 
  
          f.  Compliance with EEO policies and regulations. 
  
          g.  Ability to plan, organize, schedule and complete work. 
  
          h.  Ability to solve problems and make decisions. 
  
          i.  Supervisor's ability to train, motivate, and develop  
              employees. 
  
          j.  Leadership, initiative, and contribution to the NAFA  
              objective. 
  
      2.  Performance requirements will be set at a level that is  
          satisfactory, but which may be exceeded by superior performance.   
          If the performance of a requirement exceeds the satisfactory  
          level, the outstanding column (0) should be marked on the  
          Performance Requirement Form.  If performance of a requirement  
          does not meet the satisfactory level, the unsatisfactory 
          column (U) should be checked.  The final rating should be  
          assigned on the U.S. Coast Guard Non-Appropriated Fund Activity  
          Employee Performance Rating Form (CG-5335) based on overall  
          performance, giving appropriate consideration to the individual  
          rating received for a specific requirement and that requirement's  
          impact on the job as a whole. 
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  8.B.3.  A few typical examples of acceptable performance requirements  
          are listed below: 
  
  FIGURE OMITTED 
  PERFORMANCE REQUIREMENT FORM 
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  U.S. COAST GUARD NONAPPROPRIATED FUND ACTIVITY EMPLOYEE PERFORMANCE  
  RATING (Omitted) 
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  C.  Rating Period. 
  
      1.  Each fulltime and parttime employee serving a permanent  
          appointment will be given a performance rating annually.  The  
          ratings will normally be due on the anniversary date of  
          employment or the anniversary date of the most recent promotion. 
  
      2.  Probationary employees will be evaluated prior to the expiration  
          of the probationary period.  This normally should be done far  
          enough in advance to allow the employee the opportunity to  
          improve or to give sufficient notice of pending separation  
          action. 
  
  D.  Levels of Performance. 
  
      1.  Any one of three ratings may be assigned to indicate the level of 
          performance as follows: 
  
          a.  Outstanding.  This rating is appropriate when all aspects 
              of performance have exceeded normal requirements and are  
              sufficiently outstanding as to deserve special commendation  
              and recognition. Outstanding ratings should be supported in  
              writing by the supervisor.  A cash award or Quality Step  
              increase for UA employees, as appropriate may also be awarded  
              with the approval of the Commanding Officer. 
  
          b.  Satisfactory.  This rating is appropriate when the  
              employee's performance meets established performance  
              requirements but does not exceed them to the degree required  
              for an outstanding rating. 
  
          c.  Unsatisfactory.  This rating is appropriate when an  
              employee's performance fails to meet established requirements  
              for satisfactory performance in one or more aspects of  
              assigned work in spite of written warnings and reasonable  
              effort by the supervisor to help the employee improve.   
              (See Termination of Employment or removals for unsatisfactory 
              performance). 
  
  E.  Rating Form. 
  
      It is recommended that the U.S. Coast Guard Non-Appropriated Fund  
      Activity Employee Performance Rating Form (CG-5335) be used for all  
      NAFA employees.  Individually developed performance requirements will  
      be attached to the rating form. 
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  Chapter 9.  DISCIPLINE 
 
  A.  Policy. 
  
      Regulations for the acceptable conduct of employees are necessary for  
      the orderly operation of any NAFA and for the benefit and protection  
      of the rights and safety of all employees.  Certain regulations and  
      others which the command may establish from time to time, and the  
      procedure for disciplinary action are published to promote  
      understanding of what is considered unacceptable conduct and to  
      encourage consistent action in the event of violations. 
  
  B.  Disciplinary Procedure. 
  
      1.  The broad objective of discipline is to train and motivate  
          employees in the maintenance of reasonable standards of conduct.   
          Discipline is a daily responsibility of supervisors and not  
          merely an action taken when an employee deviates from acceptable  
          forms of conduct.  The supervisor's actions should emphasize the  
          prevention of incidents that require penalty actions.  The  
          most effective means of maintaining discipline is through 
          the promotion of cooperation, sustained good working  
          relationships, self-discipline and responsible performance  
          expected of employees. 
  
      2.  If discipline becomes necessary, the action taken should be 
          constructive.  As a general rule, verbal reprimands and oral  
          admonitions are the first step in this process and are considered  
          to be informal in nature.  In exercising informal discipline, the  
          specific delinquency or misconduct should be discussed with the  
          employee and suggestions made for improvement.  Informal  
          discipline should always be administered privately and recorded  
          on the employee record card (SF-7-B). 
  
      3.  Formal discipline is initiated in those cases where it would be 
          impractical to correct an employee's delinquency or misconduct or  
          to maintain employee discipline and morale by informal means.   
          Formal disciplinary actions that may be imposed are:  written  
          reprimand, suspension, and removal for cause.  In determining the  
          action to be taken in individual cases, the supervisor should  
          consider whether the employee knew or could reasonably be  
          expected to know what standards of conduct were expected.  Also,  
          the concept of like penalties for like offenses shall be  
          observed.  In this regard, a table of penalties (Figure 53-A) 
          has been established outlining the degree of discipline viewed  
          as reasonable for specific offenses.  The range of penalties  
          listed will be used to ensure that comparable disciplinary  
          actions are taken for comparable offenses.  If a disciplinary  
          action is taken that substantially deviates from those listed,  
          the justification for the deviation should be fully documented.   
          The list provided is not intended to be all-inclusive.  For an  
          offense that is not listed, a determination of a reasonable  
          penalty should be made by comparison with those listed. 
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  9.B.4.  To impose a suspension or to remove an employee, the  
          supervisor must describe the intended disciplinary action to  
          the employee in writing at least 7 calendar days prior to the  
          effective date.  The letter must outline the specific discipline  
          being imposed and specific reasons why the action is necessary.   
          The letter must also advise the employee of his/her right to  
          representation by a representative of his/her choice.  The  
          activity head must then review the facts of the case and the 
          employee's reply, if any, and make a decision. 
  
      5.  The 7-day advance notice may be waived in the case of a  
          suspension action taken in conjunction with a removal action  
          under the following conditions: 
  
          a.  When there is reason to believe an employee is guilty of  
              a crime for which a sentence of imprisonment can be imposed. 
  
          b.  When circumstances are such that the retention of the  
              employee in an active duty status may result in damage to  
              NAFA property or may be detrimental to the interest of the  
              NAF activity or injurious to the employee, his/her fellow  
              workers, or the general public. 
  
      6.  See Appendix B for sample letters. 
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  Chapter 10.  TERMINATION OF EMPLOYMENT 
 
  A.  General.  Termination is any action which separates an employee  
      from employment at a specific NAF activity.  Terminations are either  
      voluntary or involuntary, depending on the circumstances of each  
      separation.  Properly   defining the type of termination will ensure  
      that separated employees receive equitable treatment.  An SF-50 must  
      be prepared for all separations. 
  B.  Voluntary Termination. 
  
      1.  Resignation.  Resignation is a separation in response to an  
          employee's request for the action.  It is a voluntary expression  
          of the employee's desire to leave NAFA and must not be demanded  
          as an alternative to some other action.  Permanent employees  
          should normally give 14 days advance notice of resigning.   
          A resignation may be given either in writing or orally.  When  
          given in writing, it should state the effective date, give 
          the reason for submission, be dated and signed.  If given  
          orally, a memo should be prepared by the employee's supervisor  
          which outlines the above information. 
  
      2.  Abandonment of Position.  When an employee abandons  
          his/her position, an effort should be made to determine the  
          employee's intention of continuing NAFA employment.  If after a  
          reasonable period of time (5 working days), the employee's  
          intentions cannot be determined, he/she may be separated 
          for abandonment of position.  The separation should be made  
          effective the last day of active duty or approved leave,  
          whichever is later.  The notice of the separation (SF-50 employee  
          copy) should be mailed to the employee's last known address. 
  
      3.  Retirement.  Regular retirement is a voluntary expression  
          of the employee's desire to retire and must not be demanded as an  
          alternative to some other action. 
  
      4.  Transfer between NAF Activities.  Employees electing to  
          transfer from one NAFA to another are considered terminated by  
          the employing activity they are leaving once they have been  
          officially entered on the roles of new activity.  Military  
          dependents may be granted LWOP from the NAF Activity 
          they are leaving in order to seek employment at the new NAF  
          Activity.  LWOP will not exceed 90 days.  If the employee does  
          not receive a position at the new activity within the 90-day  
          period, the employee will be terminated. 
  
  C.  Involuntary Termination. 
  
      1.  Reduction-in-Force.  Reduction-in-force (RIF) is the release  
          of any employee from his/her position as a result of action  
          taken by management to increase the efficiency or economy of  
          the activity's operation or to eliminate part of all of an  
          activity's functions.  The use of RIF is not appropriate to  
          separate, demote, or reassign employees for unsatisfactory 
          performance or conduct.  The following procedures outlined  
          apply to permanent fulltime and parttime employees.  Employees  
          serving on temporary or intermittent appointment may be separated  
          as necessary. 
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  10.C.1. a.  Positions to be abolished will be identified.  A listing of  
              all positions at the unit that have the same job title,  
              series grade and competitive level (competitive level means  
              the same skills and qualifications necessary to perform the  
              job at the same grade level) will be prepared. 
  
          b.  Creditable service for this purpose is all periods of Coast  
              Guard NAFA employment plus active military service up to a  
              maximum of 4 years. 
  
          c.  A 30-calendar day written advance notice will be given  
              to employees identified for separation from their position.   
              The day the employee receives the notice and the effective  
              date of the separation is not to be counted as part of the  
              30-day notice period. 
  
          d.  When a position has been identified for abolishment the  
              incumbent has the right to retreat to a position from which  
              promoted provided the employee seeking retreat rights has  
              more creditable service than the employee filling the lower  
              level position. 
  
          e.  Those units desiring to RIF a UA position should contact  
              Commandant (G-PC-2) for technical procedural guidance. 
  
      2.  Unsatisfactory Work Performance. 
  
          a.  Employees whose work performance has become unsatisfactory  
              normally should be given a minimum of 30 days warning to  
              bring performance up to a satisfactory level.  The warning  
              notice should be in writing and briefly outline the following  
              information (See Appendix B for sample letter): 
  
              (1)  What constitutes satisfactory performance; i.e., job  
                   performance requirements. 
  
              (2)  How the employee failed to meet the requirements; cite  
                   specific examples. 
  
              (3)  The consequence of failure to meet a satisfactory  
                   level of performance; i.e., separation. 
  
          b.  All employees are considered probationary during the first  
              52 weeks of their employment.  If it becomes apparent at any  
              time during this period that a person is not satisfactory,  
              he/she should normally be given a 14-day notice of  
              termination. 
  
      3.  Unsatisfactory Conduct.  Separation based on employee  
          misconduct must be processed as a disciplinary action in  
          accordance with the provisions stated in Chapter 9 of this  
          enclosure. 
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  Chapter 11.  INCENTIVE AWARDS. 
 
  A.  Cash Awards. 
  
      1.  Special Achievement Award for Special Act or Service. 
  
          a.  The Special Achievement Award consists of a lump-sum cash  
              payment.  It is given for superior accomplishment of special  
              projects or for special acts or service in the public  
              interest related to one's official employment. 
  
      2.  Special Achievement Award for Sustained Superior Performance. 
  
          a.  Consists of a lump-sum payment.  It may be given to an  
              individual or group of UA or Prevailing Rate employees whose  
              sustained work performance over a period of at least 6 months  
              is superior to that which is normally expected.  An employee  
              who receives an outstanding performance rating ordinarily  
              meets the standards for a Sustained Superior Performance  
              Award. 
  
      3.  The following Awards schedule should be used to determine  
          the appropriate Special Achievement Award (SA) based on sustained  
          superior performance (SSP) or special act or service. 
  
  FIGURE OMITTED 
  
          b.  Award nominations for sustained superior performance and  
              special act or service must be in writing and submitted  
              within 30 days after completion of the period or service or  
              special act that is being recognized.  Award nominations  
              are initiated by the employee's supervisor and approved by  
              the unit commanding officer. 
  
      4.  Quality Step Increases for Universal Annual (UA) Employees. 
  
          a.  Commanding Officers are authorized to grant quality step  
              increases in recognition of high quality performance as  
              judged against established performance requirements.  Quality  
              step increases are in addition to within-grade increases and  
              are not considered equivalent increases. Justification for  
              granting quality step increases must be fully documented  
              in writing.  No more than one quality step increase may be 
              granted during any 52-week period. 
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  11.A.4. b.  Quality step increases are designed to recognize and reward,  
              on a continuing basis, UA employees who display continued  
              high quality performance. 
  
          c.  The standard for granting a quality step increase is "high  
              quality" performance as judged against established  
              performance standards. 
  
              (1)  "High quality" performance is characterized by an  
                   employee performing the most important functions of the  
                   job in a manner that substantially exceeds established  
                   requirements.  When viewed as a whole, the work  
                   performance exemplifies a high degree of effectiveness. 
  
              (2)  To warrant a quality step increase, performance must be 
                   sustained at the high level for a period of at least 6  
                   months. 
  
              (3)  A quality step increase is effective on the first day of  
                   the first pay period after approval. 
  
  B.  Suggestion Awards. 
  
      1.  NAFA employees should be encouraged to submit their ideas for  
          improving the efficiency and effectiveness of NAFA operations.   
          Suggestions that result in either tangible or intangible benefits  
          should be recognized with a beneficial suggestion award.   
          Employees who submit suggestions which result in tangible savings  
          of $250.00 or more on a one-time basis or on a cumulative basis  
          during the first year after adoption should be recognized with a 
          monetary award in accordance with the following: 
 
  FIGURE OMITTED 
  SAVINGS 
 
      2.  Suggestions which provide intangible benefits which are  
          equivalent to tangible benefits of $250 or more may be recognized  
          with a monetary award of $25 to $500.  Awards of less than $300  
          may be approved by unit commanding officers, while awards of $300  
          or more must be approved by the cognizant authority.  In  
          determining the appropriate award, the following factors should  
          be considered. 
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  11.B.2. a.  Benefits to be realized by adoption; the extent of  
              application, i.e., whether one or several activities or  
              Coast Guard-wide. 
  
          b.  Equity between awards granted for similar suggestions. 
  
          c.  Ability of the activity to pay the award. 
  
      3.  Locally adopted suggestions which may have NAFA-wide application  
          should be forwarded to Commandant (G-FRS) for consideration of  
          adoption on a wide scale. 
  
  C.  Honorary Award. 
  
      1.  Letter of Appreciation.  Used to express appreciation to an  
          employee or group of employees outside the immediate organization  
          who have performed a special act or service in an exemplary  
          manner.  These letters are usually addressed through a third  
          party to the individual(s) concerned. 
  
      2.  Letter of Commendation.  Used to commend an employee for any  
          unusual performance or an act or service which clearly exceeds  
          what is normally required but which does not meet the criteria  
          for a cash award.  These letters are usually addressed directly  
          to the individual concerned. 
  
      3.  Length of Service Awards.  Length of Service Awards to  
          recognize the completion of 5, 10, 15, 20, 30, and 40 years  
          employment with the Coast Guard NAF activities may be granted by  
          activity heads.  Length of Service Award Pins representing these  
          periods of service may be obtained from Commandant (G-PC-2)  
          as needed. 
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  Chapter 12.  EMPLOYEE RELATIONS 
 
  A.  Labor Management Relations. 
  
      When dealing with labor organizations or employees whose positions  
      are in a bargaining unit for which a labor organization has been  
      afforded recognition, the requirements of COMDTINST 12711.2 (series)  
      must be followed.  These instructions specifically apply to all Coast  
      Guard organizations, including Non-Appropriated Fund Activities. 
  B.  Training/Employee Development. 
  
      1.  Responsibility.  Commanding Officers, managers and  
          supervisors are responsible for identifying training needs and  
          for recommending the necessary training for employees under  
          their supervision.  Providing the necessary on-the-job training  
          is the responsibility of all first-line supervisors. 
  
      2.  Funding.  Each NAFA is responsible for funding the training  
          needs of NAFA personnel at their unit.  This does not preclude  
          the utilization of OG-56 funds for command and control  
          training programs. 
  
      3.  For detailed information on training and employee development,  
          see Enclosure (27) to the manual. 
  
  C.  Employee Benefits.  
  
      1.  Group Life Insurance, Medical Insurance and Disability 
          Insurance.  
  
          a.  This plan is administered by the Navy Resale and Services  
              Support Office (NAVRESSO), Risk Management Branch, Fort  
              Wadsworth, Staten Island, New York 11232. 
  
              (1)  An administrative manual is available upon request  
                   from the NAVRESSO office.  Detailed information, sample  
                   forms, and procedures for the implementation  
                   and administration of this plan at the local level are  
                   provided in the administrative manual. 
  
              (2)  Upon written request, necessary administrative  
                   instructions, employee booklets, and forms are available  
                   through the NAFRESSO office.  The only exception to  
                   this applies to the direct medical claim reporting  
                   forms, which are available from Commandant (G-FRS). 
  
          b.  Eligibility for this plan is as follows: 
  
              (1)  Permanent civilian employees assigned to a regularly  
                   scheduled tour of duty of 30 hours or more per week and  
                   paid from non-appropriated funds in the United States. 
  
              (2)  Permanent civilian employees assigned to a regularly  
                   scheduled tour of duty of 30 hours or more per week,  
                   paid from non-appropriated funds, and located outside  
                   the United States; i.e., United States citizens,  
                   citizens of Panama employed in the Canal Zone, and  
                   citizens of Canada employed in Canada. 
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  12.C.1. c.  Enrollment in this plan is voluntary.  Benefits shall be  
              fully explained to each employee at the time he/she becomes  
              eligible.  Failure to enroll may deprive the employee of  
              certain benefits to which he/she may be entitled.  If the  
              employee does not elect to participate, he/she shall be  
              required to complete a refusal section on the  
              Enrollment/Change Status Card.  Employees electing to enroll 
              must do so either within 31 days of employment or during open 
              enrollment (1 - 31 May of each year).  Disability benefits  
              become automatic upon completion of 1 year continuous  
              employment providing the employee has elected to participate  
              in this plan. 
  
          d.  The Group Insurance provides:  Group Life and Accidental  
              Death and Dismemberment benefits, Comprehensive Medical, and  
              Short-and Long-Term Disability Benefits. 
  
          e.  Contributions of participating employees shall be deducted  
              from earnings, commencing with the first full pay period  
              after the effective date of enrollment.  Each NAF activity  
              will fund its own assessment for the employer portion of  
             the program. 
  
      2.  Retirement Plan.  
  
          a.  This program is also administered through the Navy Resale and 
              Services Support Office (NAVRESSO). 
  
              (1)  Administrative manuals which include detailed  
                   information, sample forms, and procedures for the  
                   implementation and administration of this plan at the  
                   local level are provided upon request from NAVRESSO. 
  
              (2)  Administrative instructions, employee booklets, and  
                   forms are also available, upon written request, from  
                   NAVRESSO. 
  
          b.  Eligibility for this plan are as follows: 
  
              (1)  New Coast Guard NAFA Employees: 
  
                   (a)  Must be continuously employed on a permanen  
                        basis (more than 20 hours a week and 5 month 
                        a year) for 1 year.  
  
                   (b)  A United States Citizen, if employed outside the  
                        United States. 
  
              (2)  Rehired Coast Guard NAFA Employees: 
  
                  (a)  If an employee's service is terminated for any reason  
                        other than retirement and the employee is later  
                        re-employed, the employee is eligible to  
                        participate immediately in the plan if the 1-year  
                        employment requirement has been met. 
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  12.C.2. b.  (2)  (b)  May reinstate prior credited service as follows: 
  
                        (1)  Where employee withdrew contributions, written 
                             notification to the Risk Management Branch  
                             (NAVRESSO) must be initiated within 30 days  
                             of re-employment to effect redeposit of principal  
                             and interest which would have been earned had  
                             contributions not been withdrawn. 
  
                        (2)  Where employee had not withdrawn contribution;  
                             written notification of re-employment to the  
                             Risk Management Branch (NAVRESSO) must be 
                             initiated within 30 days of re-employment. 
  
          c.  Enrollment in this plan is voluntary.  Benefits shall be  
              fully explained to each employee before the date the employee  
              becomes eligible (after 1 year continuous employment). 
  
          d.  The Retirement Plan has provisions for normal retirement,  
              voluntary early retirement, optional early retirement,  
              deferred retirement and survivor's benefits. 
  
          e.  Contributions of participating employees shall be deducted  
              from earnings, commencing with the first full pay period  
              after the effective date of enrollment.  Each NAF Activity  
              will fund its own assessment for the employer portion of  
              the program. 
  
      3.  Workmen's Compensation. 
  
          a.  Coverage is afforded in the NAFA Consolidated Insurance  
              Casualty Policy.  Claims may be filed for Workmen's  
              Compensation through local offices of the insurance carrier  
              identified in Enclosure (21) to this manual. 
  
          b.  All civilian NAFA employees are eligible if employed in the  
              United States or outside the United States and are either  
              citizens or permanent residents of a state or territory. 
  
          c.  Coverage in this program is automatic upon employment. 
  
          d.  Workmen's Compensation benefits are provided in accordance  
              with the Longshoremen's and Harbor Worker's Act as amended  
              by the Non-Appropriated Fund Act.  Workmen's Compensation  
              laws require that injured employees will be paid a disability  
              benefit based on a percentage of their wages. 
  
          e.  Employee on leave due to workmen's compensation injuries  
              accrue leave as if in a work status until all sick and  
              annual leave has been exhausted.  When all leave has been  
              exhausted, the employee is place in a leave without pay  
              status and no longer accrues leave. 
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  12.C.4. Social Security. 
  
          a.  The Social Security Act Amendment of 1950 (Public Law 734)  
              extended Federal Old Age and Survivors' Insurance Coverage  
              to include civilian employees of Non-Appropriated Fund  
              Activities. 
  
          b.  All eligible NAFA employees must participate in this program. 
              Enrollment is mandatory. 
  
          c.  Social Security insurance is intended to protect  
              employees against losses caused by disability, and their  
              families against loss of income in the event of death. 
  
          d.  Funds for the payment of benefits under this coverage,  
              derived from the Federal Insurance Contributions Act (FICA),  
              are paid by both employer and employee in amounts stipulated  
              by an Act of Congress. 
  
      5.  Unemployment Compensation. 
  
          a.  The provisions of Public Law 767, as amended (42 USC  
              1361-1371), extended the Federal Unemployment Compensation  
              Program to Coast Guard NAFA employees. 
  
          b.  Entitlement for Unemployment Compensation is determined by  
              the State Unemployment Office upon application, at the time  
              of separation.  Coverage includes fulltime and parttime  
              civilian employees. 
  
          c.  No contributions are required from employers or employees.   
              Funds are derived from a federal payroll tax, based upon the  
              wages paid to each employee up to an established maximum. 
  
          d.  The following action is required: 
  
              (1)  The following information must be furnished to regularly 
                   scheduled employees at time of separation (resignation, 
                   discharge, or placement in a non-pay status for a period  
                   of 7 days or more): 
  
                   (a)  Notice to Federal Employees about Unemployment  
                        Compensation (Standard Form 8) showing full name  
                        and address of non-appropriated fund activity  
                        where payroll records are kept.  This form may be  
                        obtained from Coast Guard Supply Center, Brooklyn. 
  
                   (b)  Notification of Personnel Action (Standard Form 50)  
                        showing name and address of employer; name,  
                        address, and Social Security Number of employee;  
                        wage rate and period employed; and reason for  
                        separation (voluntary, resignation, discharge  
                        for misconduct, lack of work, etc.).  This form 
                        may be obtained from Coast Guard Supply Center,  
                        Brooklyn. 
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  12.C.5. d.  (2)  The following information must be furnished to the State 
                   Employment Security Agency: 
  
                   (a)  Employment and payroll report showing number of  
                        covered employees (as defined above) on the payroll  
                        each month during the quarter and total salary  
                        and wages paid to them during the quarter.  (When  
                        requested by appropriated state agencies, this  
                        report is to be made by activities within the 
                        United States, Puerto Rico, and the Virgin  
                        Islands). 
  
                   (b)  Each employer shall maintain control of these forms  
                        showing date of receipt and date of return.  A  
                        notation shall be made on employee's payroll  
                        record when wages for certain periods have been  
                        assigned (reported) to a state or territory in  
                        accordance with Form ES-931.  Forms received 
                        for the State Security Agency must be completed  
                        and returned within 4 days. 
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  Chapter 13.  ADMINISTRATIVE APPEALS AND GRIEVANCE 
 
  A.  Grievances. 
  
      1.  This chapter establishes the procedures under which Coast Guard 
          non-appropriated fund employees may obtain timely and equitable  
          consideration of their grievances.  This grievance system  
          encourages all employees to resolve their problems and  
          dissatisfactions at the lowest possible level.  This procedure is  
          not appropriate for resolving matters covered by a negotiated 
          grievance procedure or matters subject to final administrative 
          review outside the unit.  For the purposes of this chapter,  
          days as used herein mean calendar days.  This procedure is  
          designed to provide: 
  
          a.  Two levels of review. 
  
          b.  Uniform treatment in matters affecting aggrieved employees. 
  
          c.  Assurance that employees are given the opportunity to discuss  
              problems with their supervisors and to pursue the grievance  
              without restraint, interference, coercion, discrimination  
              or reprisal. 
  
          d.  The right to be accompanied, represented, and advised by a  
              representative. 
  
          e.  That the review and final decision is accomplished in a  
              timely manner, normally within 30 to 45 days. 
  
          f.  That the final decision authority (Grievance Deciding  
              Official) is at a level sufficiently high in the organization  
              to ensure a fair and objective review of the merits of the  
              grievance.  The official must be at a level of authority  
              able to issue a final written decision on the matters grieved. 
  
      2.  The levels of supervision involved in adjudicating grievances and  
          appeals will differ significantly depending on the event or  
          action taken, the level of the initiating official, and the  
          impact of the event or action on the employee.  Figure 53-B  
          outlines the chain of command appropriate for hearing 
          grievances based on the severity of the event or action  
          affecting an employee or group of employees.  The unit commanding  
          officer shall be the second step and final deciding authority in  
          cases involving suspensions of 15 days or more and terminations  
          of NAFA employees.  See footnote on figure 53-B for exception. 
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  13.A.3. The two-step grievance procedure is outlined as follows: 
  
          a.  Step 1:  The employee will present the grievance at the  
              lowest supervisory level able to grant the relief requested  
              within 15 days after the event giving rise to the grievance  
              or after the date the employee learned or could reasonably be  
              expected to have learned of the act or event in question.  If  
              the grievance relates to a continuing situation, it may be  
              submitted at anytime to the immediate supervisor.  The  
              official will make a reasonable effort to resolve the  
              grievance within 10 days of its receipt.  See Figure  
              53-B for the appropriate level able to grant the  
              relief requested. 
  
          b.  Step 2:  If the employee is not satisfied with the  
              decision or proposed resolution at step one, the employee  
              may present the grievance to the next higher supervisory  
              level within 10 days after the response at step one.  It must  
              be in writing, and must state the personal relief being  
              requested. 
  
              Upon receipt of the grievance, the grievance deciding  
              official shall review the written grievance and determine if  
              the matter is grievable, properly submitted, and timely.   
              If rejected, the grievance deciding official shall return  
              the grievance to the employee along with written reasons for  
              the rejection.  The notification of acceptance or rejection  
              shall be issued to the employee within 10 days after receipt  
              of the grievance.  If the grievance is accepted, the  
              grievance deciding official will arrive at a final decision  
              in the following ways: 
  
              (1)  For grievances relating to events or actions other than 
                   suspension of 15 days or more and terminations the  
                   grievance deciding official will: 
  
                   (a)  review the file and issue the decision; or 
  
                   (b)  personally conduct a hearing, evaluate the facts  
                        presented by all parties and render a final  
                        decision; or 
  
                   (c)  designate a grievance examiner to ascertain the 
                        circumstances concerning the grievance and report  
                        the findings and recommendations to the grievance  
                        deciding official for final decision.  The  
                        grievance examiner may be either a civilian  
                        employee or military member, but cannot hold a  
                        position under the supervision of the management 
                        official whose actions gave cause for the  
                        grievance.  The grievance deciding official will  
                        insure that the grievance examiner will be an         
                        impartial, disinterested party to the issues  
                        involved in the grievance.  The appointment of an 
                        ALJ as the grievance examiner may be requested for  
                        this purpose.  Requests should be coordinated  
                        through the chain of command and made by contacting  
                        Commandant (G-CJ) by telephone (202) 426-2140 or message. 
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  13.A.3. b.  (2)  For grievances relating to actions involving suspensions  
                   of 15 days or more and terminations the grievance  
                   deciding official shall: 
  
                   (a)  personally conduct a hearing, evaluate the facts  
                        presented by all parties and render a final  
                        decision; or 
  
                   (b)  designate a grievance examiner in accordance with  
                        (1) (c) above. 
  
      4.  The grievance deciding official shall be responsible for  
          providing a written final decision on the grievance and promptly  
          furnishing it to the employee. 
  
      5.  Whenever an employee files a grievance in writing, a complete  
          record shall be maintained as an administrative file.  A copy  
          will not be filed in the employee's personnel file.  The employee  
          has the right of access to all records and documents relating to  
          the adjudication of the grievance. 
  
      6.  A copy of the unit's grievance procedure will be prominently  
          posted or issued to all employees. 
  
  B.  Procedures Governing Complaints of Discrimination. 
  
      1.  General.  Equal Employment Opportunity Complaints of  
          discrimination filed by employees and applicants for employment  
          with the U.S. Coast Guard will be filed in accordance with  
          Commandant Instruction M12713.7D (Civilian Equal Employment  
          Opportunity Program Manual, Chapter 4). 
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  Chapter 14.  RECORDS, FILES, AND FORMS 
 
  A.  General.  Personnel files will be maintained as official records  
      of the activity, treated in confidence, and handled only by  
      authorized personnel.  Procedures prescribed in the privacy Act of  
      1974 must be adhered to in the maintenance of employee records.   
      Information contained in personnel records which may be released to  
      the public under the Freedom of Information Act consists of the  
      employee's name, position, title, grade, salary, duty station, and  
      duty phone number. 
  
  B.  Personnel Record. 
  
      1.  The Official Personnel Folder (SF-66) is ideally suited for this 
          purpose.  A tab insert will be plainly marked and will contain  
          the following items: 
  
          a.  Employee's name 
  
          b.  Date of birth. 
  
          c.  Social Security Number. 
  
      2.  Personnel files should be maintained in separate files and  
          arranged alphabetically for both active and inactive categories  
          of personnel and stored in locked metal cabinets. 
  
      3.  Personnel actions taken to make an appointment, change  
          employment, or terminate employment will be documented by  
          completing an SF-50, Notification of Personnel Action.   
          Completed SF-50's will be distributed as follows:  (1) employee  
          copy to the employee; (2) payroll copy to payroll; (3) CSC filed  
          on right side of OPF.  Copies 4, 5 and 6 are extra and may be  
          destroyed. 
  
      4.  It is recommended that all records of a permanent nature (e.g.,  
          personnel actions, employment applications, etc.) be filed on the  
          right side of the personnel folder and all records of a temporary  
          nature (e.g., requests for personnel actions, change of address,  
          etc.) be filed on the left side of the personnel folder. 
  
  C.  Transfer of Employee's Record.  The personnel file of employees  
      transferred or re-employed by another Coast Guard NAFA shall be  
      forwarded to the new employing activity within 5 calendar days after  
      receipt of the request.  All extraneous temporary material shall be  
      removed prior to forwarding. 
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  14.D.   Personnel Records Disposition. 
  
      1.  Upon separation, the personnel folder shall be placed in the inactive  
          file and retained for 6 months.  After this period, the folder will be  
          sent to the National Personnel Records Center  (Civilian Personnel  
          Records) GSA, 11 Winnebago St., St. Louis, MO 63118.  When possible,  
          folders will be forwarded in groups, with a transmittal, indicating  
          employee names and dates of employment.  No receipt will be issued by the  
          Records Center. 
  
      2.  Preparation of records for shipment will be as follows: 
  
          a.  All material on the right side will be reviewed to ensure that it is  
              of a permanent nature and that termination and other permanent papers  
              are included. 
  
          b.  All other material on the left side of the folder will be reviewed, 
              to ensure it is of a temporary nature.  Temporary material will be  
              removed and destroyed. 
  
          c.  The face of each personnel folder must be marked or stamped in bold  
              letters with the words, "NON-APPROPRIATE FUND," to ensure proper  
              handling. 
  
  E.  Re-Employment.  Upon re-employment by another Coast Guard NAF activity, the  
      individual's personnel record shall be requested from the National Personnel  
      Record Center or former NAFA employer, as appropriate.  The request will be  
      submitted in duplicate on SF-127, Request for Official Personnel Folder. 
  
  F.  NAFA Personnel Forms.  The forms listed below are prescribed for use in  
      connection with NAFA employment.  They can be obtained through normal Coast  
      Guard Supply channels.  If a government form does not exist for the purpose  
      desired, a locally originated form may be used. All forms will be clearly  
      marked, "NON-APPROPRIATED FUND EMPLOYEE." 
  
               FORM NUMBER                      DESCRIPTION 
  
               OF-8                             Position Description* 
               OF-61                            Appointment 
               SF-7                             Service Record* 
               SF-7-B                           Employee Record 
               SF-7-D                           Position Identification Strip 
               SF-8                             Notice to Federal Employee About 
                                                Unemployment Compensation 
               SF-50                            Notification of Personnel Action* 
               SF-52                            Request for Personnel Action* 
               SF-71                            Application for Leave* 
               SF-78                            Certificate of Medical History 
               SF-93                            Report of Medical History 
               SF-127                           Request for Official Personnel  
                                                Folder 
               SF-171                           Personnel Qualifications Statement 
               SF-1126                          Payroll Change Slip* 
               CG-5272D (Test)                  Basic Performance Appraisal Record* 
               W-4                              Employee's Withholding Allowance  
                                                Certificate 
  
  *Samples provided in Appendix B 
  

61 



APPENDIX A 
  
              Minimum Qualifications Requirements for Administrative 
              Support, Patron Services and Universal Annual Positions. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Encl. (53) to COMDTINST M7010.5, CH-12 
  
 

APPENDIX A 
  
  MINIMUM QUALIFICATIONS REQUIREMENTS FOR ADMINISTRATIVE SUPPORT, PATRON  
  SERVICES AND UNIVERSAL ANNUAL POSITIONS. 
  
                          SECTION I.  INSTRUCTIONS. 
  
  A.  General.  To provide uniform qualification requirements for  
      determining eligibility for administrative support (AS), patron  
      services (PS), and universal annual (UA) positions. 
  
  B.  Use of the requirements. 
  
      1.  These minimum qualifications requirements will be used to  
          determine the eligibility of applicants and employees for filling  
          AS, PS and UA positions in Coast Guard Non-Appropriated Fund  
          Activities.  For NA, NL and NS position qualification  
          requirements will be determined by the use of X118C Handbook.   
          For more specific qualifications requirements for Universal 
          Annual positions based on occupational series, refer to X118  
          Handbook. 
  
      2.  When vacancy announcements are issued, they will clearly state  
          the kind of general experience and the kind of specialized  
          experience required for the occupational series and grade of the  
          position to be filled.  The kind of experience required will be  
          the same for all positions in the same grade and occupational  
          series.  In no case may experience be so narrowly defined 
          that competition is unduly limited.  If any position in an  
          occupational series is so specialized that special skills and  
          knowledge are required, these skills and knowledge must have  
          been acquired within or in addition to the required experience;  
          for such positions eligibility will be determined by screening  
          eligibles on a selective basis to identify those who posses  
          the specialized knowledge or skills. 
  
      3.  Applicants and employees must have the required length of  
          experience but length of experience and training must show that  
          the applicant possesses the knowledge, skill and/or ability to  
          perform the duties of the position to be filled.  The experience  
          should show that the applicant has progressed in a reasonable  
          period of time from the performance of more routine, 
          closely supervised work to the performance of more responsible  
          and difficult work for which a lesser degree of supervision is  
          required. 
  
      4.  Satisfactory performance in a current or recently held position  
          with duties comparable to those of the position to be filled,  
          completion of appropriate education, and recommendations from  
          former or current supervisors, employers, or teachers, ordinarily  
          are reliable indicators of qualifications.  There will be no  
          requirement that experience must have been gained in a paid  
          position in the U. S. Coast Guard or in a particular type of  
          Non-Appropriated Fund Activity. 
  
  C.  Information qualifications requirements.  Questions regarding the  
      use of these requirements as well as the use of Handbooks X118C and  
      X118 should be addressed to Commandant G-PC-2. 
  

A-1 



Encl. (53) to COMDTINST M7010.5, CH-12 
28 JUN 1982 
                           

SECTION II.  REQUIREMENTS FOR AS AND PS 
POSITIONS. 

  
  A.  Length of Experience.  An applicant or employee must possess  
      experience of the type and length specified below prior to placement  
      in an AS or PS position. 
  
          AS OR PS                                   TOTAL 
           GRADE     GENERAL      SPECIALIZED     EXPERIENCE 
  
          1____________2  months_____NONE____________2  months 
          2____________3  months_____NONE____________3  months 
          3____________4  months_____NONE____________4  months 
          4____________6  months_____NONE____________6  months 
          5____________1  year______1  year__________1  year 
          6____________1  year______1  year__________2  years 
          7____________1  year______2  years_________3  years 
  
  B.  General and Specialized Experience. 
  
      1.  General experience is experience in the performance of clerical  
          work, involving such duties as orderly processing of papers,  
          operating office machines, preparing and maintaining records,  
          filing or providing information orally or in writing.  When the  
          duties of a position do not require clerical knowledge (e.g.  
          child care attendant, maid), any experience closely related to  
          the duties to be performed may be considered as meeting the  
          general experience requirement. 
  
      2.  Specialized experience is experience in the performance of  
          duties similar in type to those of the position to be filled.   
          Excess specialized experience may be substituted for general  
          experience on a month for month basis. 
  
  C.  Quality of Experience.  For grade 3, the required experience may  
      have been obtained in either grade 1 or 2.  For grades 4 through 7,  
      at least 6 months of the required experience must have been acquired  
      at a level of difficulty and responsibility not less than that of  
      the next lower grade or 1 year at the second lower grade.  The  
      experience required in the next lower grade must have been the type  
      of specialized experience required for the position. 
  
  D.  Substitution of education for experience.  Education may be  
      substituted for experience as follows: 
  
      1.  One year of education in a senior high school for the experience  
          required for grade 1; 2 years for grade 2; and high school  
          graduation for grade 3.  Graduation from a senior high school may  
          be substituted for 6 months of the general experience required  
          for any grade. 
  
      2.  Successful completion of education above high school level in a college,  
          university, or technical, business or secretarial school may be  
          substituted for general experience on the basis of 1 academic year (9  
          months) for 9 months of experience.  Such education may be substituted on  
          the same basis for specialized experience provided it included courses of  
          study that are pertinent to the duties of the position and that would 
          ordinarily provide the specialized knowledge and skill required. 
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  SECTION II.  REQUIREMENTS FOR AS AND PS POSITIONS. 
  
  E.  Special Skills.  When a position requires a special skill, it  
      must be determined that the person selected has that skill.  For  
      example, possession of a valid driver's license is necessary for  
      operation of motor vehicles, in addition to experience requirements.   
      Likewise, possession of typing skill must be determined for some  
      positions, as evidenced by recent successfully typing experience,  
      by eligibility on an appropriate test, or by a statement of  
      proficiency by a competent authority.  A requirement for a special  
      skill may be added to the qualifications requirements stated above  
      only when the duties of a position requires the special skills. 
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  SECTION III.  REQUIREMENTS FOR UNIVERSAL ANNUAL POSITIONS. 
            (Based on Store Management Series 1144) 
  
  A.  Experience Requirements.  Except for the substitutions provided  
      for below, candidates must have had experience of the following  
      kinds and amounts.  
 

GENERAL 
UA GRADE  EXPERIENCE   SPECIALIZED      TOTAL 

  
          5------------2  years------0---------------2  years 
          7------------2  years------1  year---------3  years 
          9------------2  years------2  years--------4  years 
         11 and above--2  years------4  years--------6  years 
  
  B.  General Experiences.  Responsible work that has demonstrated an 
      understanding of the basic principles of any of the following areas: 
      merchandising, market research, sales promotion/advertising or  
      accounting, administration and/or distribution of goods and  
      services.  This experience need not have been acquired solely in the  
      field of retail merchandising.  Sales, clerical, or other work in any  
      of the above areas which demonstrates the ability to perform  
      satisfactorily at the grade level of the position to be filled is  
      acceptable for general experience. 
  
  C.  Specialized Experience.  Experience which provides knowledge of  
      retail procurement and distribution methods; principles, procedures  
      and techniques of retail merchandising and retail store management;  
      and developments in commercial retail store items, equipment and  
      practices.  The specialized experience must demonstrate that the  
      candidate has most of the following abilities: 
  
      1.  Ability to forecast and schedule delivery to meet fluctuating 
          requirements. 
  
      2.  Ability to provide for the proper storing, handling, and  
          display of items. 
  
      3.  Ability to price items on the basis of operating costs, profit  
          and loss restrictions or in accordance with established pricing  
         procedures. 
  
      4.  Ability to assign employees to a variety of kinds of work having 
          short-term volume variations. 
  
      5.  Ability to resolve operating problems through the use of  
          different kinds of equipment, store procedures, space  
          arrangements and/or similar techniques. 
  
      6.  Ability to maintain adequate cash accounting, stock control and  
          related records. 
  
      7.  Ability to promote good customer relations. 
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  SECTION III.  REQUIREMENTS FOR UNIVERSAL ANNUAL POSITIONS. 

(Based on Store Management Series 1144) 
  
  D.  Quality of Experience.  For UA-5 positions, at least 1 year of  
      the required specialized experience must have been comparable to the  
      next equivalent lower grade (AS-7 or PS-7).  At UA 6 through UA-11  
      at least 6 months of the required specialized experience must have  
      been comparable to the next lower grade, or 1 year of the required  
      specialized experience must have been comparable to the second  
      lower grade.  For positions at the UA-12 and above, at least 1 year  
      of specialized experience must be comparable to the next lower grade. 
  
  E.  Substitution of Education and Training for Experience. 
  
      1.  For positions at UA-5:  All of the experience requirements  
          for the UA-5 level may be met by completion of a bachelor's  
          degree in business administration or in a directly related  
          field. 
  
      2.  For positions at UA-7:  All experience requirements for  
          the UA-7 level may be met by completion of one full academic  
          year of graduate education in business administration, public  
          administration, economics or a directly related field. 
  
      3.  For positions at UA-9:  All of the experience requirements  
          for the UA-9 level may be met by completion of a master's degree  
          or two full academic years of graduate education in business  
          administration, public administration, or a directly related  
          field. 
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APPENDIX B 
                                

  Basic Performance Appraisal Record 

  Position Description 

  SF-52 Request for Personnel Actions 
  SF-71 Application for Leave 

Forms and Letters 
  
  Position Vacancy Announcements 
  Personal Qualifications Statement 
  NAFA Employment Orientation Check-off List 
  Dual Compensation Report 

  Unsatisfactory Performance Letter 
  Reprimand Letter 
  Removal/Suspension Letters 

  SF-7 Service Record 
  SF-50 Notification of Personnel Actions 

  SF-1176 Payroll Change Slip 
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  Personal Qualification Statement 
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  FIGURE OMITTED 
  NAFA Employee Orientation  
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                          DUAL COMPENSATION REPORT FORMAT 
  
  DUAL COMPENSATION STATUS REPORT- 
  RETIRED OFFICER OF THE REGULAR SERVICE 
  _________________________________________________________________________ 
  1.  NAME AND ADDRESS OF EMPLOYING EXCHANGE 
  _________________________________________________________________________ 
  2.  NAME AND SERVICE NUMBER OF RETIRED OFFICER 
  _________________________________________________________________________ 
  3.  EFFECTIVE DATE OF EMPLOYMENT/TERMINATION (Cross out inappropriate) 
  _________________________________________________________________________ 
  4.  TYPE OF EMPLOYMENT (Check appropriate block) 
  
        PERMANENT FULL-TIME       PERMANENT PART-TIME        INTERMITTENT 
  
        TEMPORARY FULL-TIME       TEMPORARY PART-TIME 
  _________________________________________________________________________ 
  5.  EMPLOYED ON          PART-TIME     INTERMITTENT BASIS ON 
  ______________________________(DURING)___________________________________ 
             (Dates)                           (Month and Year) 
  _________________________________________________________________________ 
  6.  REMARKS 
  
  
  
                                  _________________________________________ 
                                                (Signature) 
                                  _________________________________________ 
                                                (Rank or Title) 
                                  _________________________________________ 
                                                (Date) 
  
  Note:  If employed on part-time or intermittent basis, the employing 
         agency must resubmit this form each month and forward to  
         appropriate service department. 
  
         This form to be submitted to the Finance Center of the service in 
         which the officer holds retired status. 
  
                      Dual Compensation Report Format 
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SAMPLE LETTER OF REPRIMAND 
  
  From:  (Supervisor's Name and Organizational Title) 
  To:    (Employee's Name, Job Title, Series and Grade) 
  
  Subj:  Letter of Reprimand 
  
  1.  You are hereby issued a letter of official reprimand for the specific  
      reason(s) described as follows: 
  
      a.  Intoxicated while on duty.  Specifically__________________ 
          (give details on each specific charge, date, facts, etc., as well as  
          any explanation made by the employee). 
  
  2.  You have the right to reply to this reprimand in writing.  A copy of  
      your reply will be included in your official personnel folder with a copy  
      of this reprimand. 
  
  3.  You also have the right to grieve this action through the Coast Guard  
      NAFA grievance procedure (or negotiated grievance procedure if  
      appropriate) within 15 calendar days after receipt of this letter.  Your  
      appeal, if any, should be in writing and addressed to (name,  
      organizational title and address of next level official).  It must state  
      the exact nature of your appeal and the relief sought. 
  
  4.  A copy of this reprimand will be removed from your personnel file. 
  
      a.  After a period of three (3) years from the date of this letter  
          (or shorter period as determined by supervisor, minimum one (1)  
          year or upon your separation or transfer, whichever occurs  
          first; 
  
      b.  At such time any appeal you may make results in a finding that  
         the reprimand was not warranted; or 
  
      c.  At any time after a period of one (1) year that I, or an official  
          acting in my behalf, determines that the reprimand has served its  
          purpose and specifically requests that it be removed from your  
          folder. 
  
  5.  It is hoped that this letter of reprimand will have the desired  
      affect of changing your behavior; however, you should be aware that  
      continued behavior of the nature exhibited which resulted in this letter  
      of reprimand could result in a more severe disciplinary action for  
      repeated instances. 
  
                                          __________________________________ 
                                                (Supervisor's Signature) 
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28 JUN 1982 
  
                                  SAMPLE 
         NOTICE OF REMOVAL/SUSPENSION FOR DISCIPLINARY REASONS 
  
                                                                 (DATE) 
                                                                 (FILE NO.) 
  
  
  From: 
  To: 
  
  Subj:  Notice of Removal/Suspension 
  
  1.  This is a notice of removal/suspension issued in accordance with  
  Commandant Instruction M7010.5, Enclosure 53.  It is planned to  
  remove/suspend you from duty and pay after seven (7) full calendar days  
  from the date you receive this letter.  The specific reasons for this  
  removal action are as follows: 
  
      a.  List specific details:  location, date, circumstances, actions  
          by employee and management for each offense. 
  
  2.  In assessing the propriety of the removal/suspension action in this  
  case, I have considered the fact that you were given the past  
  disciplinary actions (list previous actions taken): 
  
      a.  Written Admonishment on 9 October 1978 for__________________ 
          (enclosure 1); 
  
      b.  Written Reprimand on 11 November 1978 for___________________ 
          (enclosure 2); and, 
  
      c.  Suspension for three (3) days on 10 January 1979 for____________ 
          (enclosure 3). 
  
  3.  I believe the action to remove/suspend you from NAFA employment are  
  in the bestb interest of this command.  Your behavior has hindered the  
  effective operation and performance of the NAFA mission.  Every effort  
  has been made to correct your conduct by discussions with you and by  
  progressive discipline.  Unfortunately, you have not responded in a  
  positive way to correct your conduct deficiencies. 
  
  4.  A copy of the NAFA unit's grievance procedure is provided in  
  enclosure (4).  You have the right to representation of your choice and  
  to respond to the above reasons either orally or in writing, or both, and  
  to furnish affidavits and evidence in support of your response.  Your  
  response should be addressed to (indicate first appeal level) within  
  seven (7) calendar days from your receipt of this letter.  Consideration  
  will be given to extending this time limit if you submit a written  
  request stating your reasons for desiring more time. 
  
                                         __________________________________ 
                                         Official's Signature 
  
  Encl:  (1)  Admonishment dtd 9 Oct 78 
         (2)  Reprimand dtd 11 Nov 78 
         (3)  Suspension dtd 10 Jan 79 
         (4)  Unit Grievance Procedure 
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NOTIFICATION OF PERSONNEL ACTION 
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                 TITLE                                               Page 
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      Clerk-Typist (AS-0322-03)                                      C-2 
  
      Cashier-Checker (PS-2091-02)                                   C-3 
  
      Cashier-Checker (PS-2091-02)                                   C-4 
  
      Sales Clerk (PS-2091-01)                                       C-5 
  
      Sales Clerk (PS-2091-02)                                       C-6 
  
      Sales Clerk (PS-2091-03)                                       C-7 
  
      Sales Clerk Supervisor (PS-2091-04)                            C-8 
  
      Department Supervisor (PS-20910-07)                            C-9 
  
      Laborer (NA-3502-1)                                            C-10 
  
      Laborer (NA-3502-2)                                            C-11 
  
      Janitor (NA-3566-1)                                            C-12 
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      Service Station Attendant (NA-6955-3)                          C-15 
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      Food Service Worker (N-7408-1)                                 C-20 
  
      Bartender (NA-7405-3)                                          C-21 
  
      Accounting Technician (AS-0525-_____)                          C-23 
  
      Accounting Technician (UA-0525-7)                              C-25 
  
      Operating Accountant (UA-0510-9)                               C-27 
  
      Club Manager (UA-1101-_____)                                   C-29 
  
      Retail Manager (UA-1182-_____)                                 C-31 
            
 

 



Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

GENERAL CLERK (TYPING) (AS-0303-03) 
  
  General 
  
  Under designated supervision, performs a variety of clerical tasks 
  involved in receiving, reviewing, controlling, maintaining, collecting, 
  typing, processing, and/or verifying documents, reports or data within 
  NAF activity. 
  
Duties and Responsibilities 
  
  1.  Performs one or a combination of the following tasks requiring a 
      limited knowledge of the substantive program involved: 
  
      a.  Assists in the verification, posting, and processing of documents 
          relating to accountability for merchandise and cash, such as cash 
          and sales reports, receiving reports, transfer vouchers, and 
          related documents. 
  
      b.  Prepares, reviews, and/or processes a variety of other reports 
          and documents such as time and attendance records, layaway 
          documents, etc. 
  
      c.  Maintains various number control logs for accountable documents 
          and controls the flow of documents and reports through the use of 
          appropriate registers or logs. 
  
      d.  Assists in the collection and posting of statistics and in the 
          daily calculation of cumulative totals. 
  
      e.  Maintains files and records for the activity.  Maintains 
          publication files for the activity. 
  
  2.  Provides assistance and/or relief to other personnel, as required. 
  
  3.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 
CLERK-TYPIST (AS-0322-03) 

  
  General 
  
  Under designated supervision, performs routine typing and other general 
  office clerical duties as assigned. 
  
  Duties and Responsibilities 
  
  1.  Types reports, forms, letters, memoranda, etc., from rough draft, 
      plain copy, oral instructions, and longhand notes. 
  
  2.  Receives, sorts, and distributes incoming correspondence, documents 
      etc.  As required, maintains a log and necessary suspense controls 
      for required replies. 
  
  3.  Answers telephone calls, referring callers to other personnel, or 
      takes messages. 
  
  4.  Requisitions and distributes office supplies. 
  
  5.  Maintains alphabetical, numerical or subject files office 
      correspondence. 
  
  6.  On a recurring basis, during peak periods, or during the absence of 
      others, may assist in the preparation of and/or prepare, compute, 
      type, edit, process, compile, verify, and record a variety of routine 
      reports, statistical data, files, documentation, time and attendance 
      records, etc. 
  
  7.  Performs a variety of clerical duties such as simple arithmetic 
      computations, posting, operating mimeograph/addressograph/xerox 
      machine, and distributing bulletins, memoranda, etc. 
  
  8.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

CASHIER-CHECKER 
(PS-2091-02) 

  
  The attached Standard Job Description has been written to describe the 
  most common cashier-checker position, a Retail Operation.  It may be 
  necessary to amend this standard job description to suit your exact 
  requirements particularly for cafeteria or restaurant workers.  All 
  cashier-checker positions are of the same grade and series, e.g. 
  PS-2091-02.  These positions are normally found in the following three 
  work situations. 
  
  Retail Central Check-Out Area--Assigned to a central check-out point 
  in an Exchange or Grocery Section. 
  Food Activity--Assigned to cafeterias, snack bars or clubs and  
  stationed at the end of serving lines or a snack bar counter.  May  
  process credit card transaction. 
  
  Self-Service Gas Station--Receives cash or credit cards for payment. 
  
  Qualification Requirements 
  
      Education:  Completion of high school or equivalent.  Credible 
      job-related experience may be substituted for the education 
      requirement on a nine month for nine month basis. 
  
      Experience/Abilities/Skills:  Six months of general experience. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

CASHIER-CHECKER (PS-2091-02) 
(RETAIL ACTIVITY) 

  
  General 
  
  Operates a cash register at a central check-out location in a Retail 
  Operation.  Responsible and accountable for individual cash fund.  May 
  sell merchandise items located at check-out points. 
  
  Duties and Responsibilities 
  
  1.  At a central check-out point records sales on a cash register; 
      accepts money and makes change.  May bag or wrap items purchased. 
  
  2.  Provides management with information concerning customer requests, 
      complaints, price marking problems, condition of merchandise, time of 
      maximum and minimum patron traffic, fast or slow moving items and 
      suspected cases of shoplifting. 
  
  3.  May resolve minor customer complaints and pricing problems.  Provides 
      information to customers concerning location of stock and answers 
      questions of a general nature. 
  
  4.  Displays, prices and replenishes stock at check-out locations. 
      Maintains merchandise in a neat and presentable condition. 
  
  5.  Performs housekeeping duties such as cleaning floors, fixtures, etc. 
      as needed in the assigned areas. 
  
  6.  Assists in the taking of inventories at required intervals. 
  
  7.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 
SALES CLERK (PS-2091-01) 

  
  General 

  Assists customers in the selection of merchandise in a self-service 
  

  selling area, takes stock counts, replenishes stock, displays and prices 
  merchandise according to instructions, and performs related duties. 
  
  Duties and Responsibilities 
  
  1.  Assists customers in the selection of non-technical merchandise in a 
      self service selling area.  Advises customers of new or related items 
      of merchandise. 
  
  2.  Takes periodic stock counts and posts merchandise control records. 
      Assists in, or requisitions merchandise from warehouse or stockroom, 
      as required. 
  
  3.  Advises supervisor of slow moving, out-of-stock, defective and 
      damaged merchandise.  Keeps supervisor informed of customer requests 
      and complaints, and suspected cases of shoplifting. 
  
  4.  Displays and prices merchandise in accordance with instructions. 
      Marks merchandise, as required. 
  
  5.  May operate a cash register and maintain change fund in the absence 
      of another employee, to meet emergency workloads, or for training 
      purposes to gain qualifying experience for a higher grade position. 
  
  6.  Replenishes stock and maintains merchandise in a neat and presentable 
      condition. 
  
  7.  Performs housekeeping duties such as cleaning floors, fixtures, etc., 
      as required. 
  
  8.  Participates in taking inventory at required intervals. 
  
  9.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 
SALES CLERK (PS-2091-02) 

  
  General 
  
  Sells items of retail merchandise directly to customers, requiring 
  operation of a cash register and maintaining a change fund, where a 
  technical and/or specialized knowledge of merchandise is not required. 
  Performs related duties. 
  
  Duties and Responsibilities 
  
  1.  Sells merchandise directly to customers where technical and/or 
      specialized knowledge of merchandise is not required. 
  
  2.  Records sales on a cash register, processes sales slips as required, 
      makes change, maintains a change fund and prepares daily cash and 
      sales reports. 
  
  3.  Takes periodic stock counts and posts merchandise control records. 
      Assists in, or requisitions merchandise from warehouse or stockroom, 
      as required. 
  
  4.  Advises supervisor of slow-moving, out-of-stock, defective and 
      damaged merchandise.  Keeps supervisor informed of customer requests 
      and complaints, and suspected cases of shoplifting. 
  
  5.  Displays and prices merchandise in accordance with instructions. 
      Marks merchandise, as required. 
  
  6.  Replenishes stock and maintains merchandise in a neat and presentable 
      condition. 
  
  7.  Performs housekeeping duties such as cleaning floors, fixtures, etc., 
      as required. 
  
  8.  Participates in taking inventory at required intervals. 
  
  9.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 
SALES CLERK (PS-2091-03) 

  
  General 
  
  Sells one or more complete lines of specialty merchandise, such as 
  jewelry, cosmetics, electronic and photographic equipment.  Performs 
  other related duties such as merchandise control, display, housekeeping, 
  and recordkeeping. 
  
  Duties and Responsibilities 
  
  1.  Sells one or more complete lines of specialty merchandise requiring 
      demonstration and/or explanation of technical features of individual 
      items. 
  
  2.  Operates a cash register, makes change, maintains own change fund, 
      and prepares daily cash and sales reports. 
  3.  Requisitions merchandise and replenishes stock.  Advises supervisor 
      of slow-moving, out-of-stock, defective and damaged merchandise. 
      Keeps supervisor informed of customer requests and complaints, and 
      suspected cases of shoplifting. 
  
  4.  Responsible for maximum merchandising of assigned area including 
      proper pricing, merchandise presentation, and merchandise protection. 
  
  5.  Takes periodic stock counts and posts merchandise control records. 
      Participates in taking inventories at required intervals. 
  
  6.  Performs housekeeping duties such as cleaning floors, fixtures, etc., 
      in the selling area, as required. 
  
  7.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

SALES CLERK SUPERVISOR (PS-2091-04) 
  
  General 
  
  Under designated supervision, supervises a minimum of three sales clerks 
  engaged in assisting customers in the selection of merchandise, taking 
  stock counts replenishing stock, displaying and pricing merchandise 
  according to instructions.  Performs related duties. 
  
  Duties and Responsibilities 
  
  1.  Supervises employees assigned to a self-service selling area within a 
      retail activity.  Prepares performance reviews of assigned employees; 
      established work schedules; recommends personnel actions; 
      approves/disapproves routine sick leave, annual leave, and other 
      authorized absences from work. 
  
  2.  Responsible for providing courteous assistance to customers in the 
      selection of merchandise in a self-service selling area.  Advises 
      customers of new or related items of merchandise. 
  
  3.  Supervises the taking of periodic stock counts and posting of 
      merchandise control records.  Responsible for pulling merchandise 
      from stockroom as needed. 
  
  4.  Monitors and advises supervisor of slow-moving, out-of-stock, 
      defective and damaged merchandise.  Keeps supervisor informed of 
      customer requests and complaints, and suspected cases of shoplifting. 
  
  5.  Supervises the display and pricing of merchandise in accordance with 
      instructions. 
  
  6.  May operate a cash register and maintain change fund in the absence 
      of another employee, to meet emergency workloads, or for training 
      purposes. 
  
  7.  Supervises the performance of general housekeeping duties in assigned 
      area. 
  
  8.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

DEPARTMENT SUPERVISOR (PS-2091-07) 
  
  General 
  
  Supervises departments or sections.  Responsible in a retail store to 
  include all phases of merchandising (i.e., stocking, pricing, displaying, 
  housekeeping, customer assistance, etc.), sales accountability, and 
  proper training of subordinates.  Recommends and/or reorders merchandise 
  for assigned departments and supervises assigned personnel. 
  
  Duties and Responsibilities 
  
  1.  Supervises and schedules employees within the activity to assure 
      adequate coverage of the assigned sales area.  Prepares performance 
      reviews of assigned employees and recommends personnel actions, as 
      appropriate. 
  
  2.  Supervises the control of internal stock levels at point of sale to 
      obtain optimum space and fixture utilization and to achieve maximum 
      sales potential. 
  
  3.  Reviews stock condition routinely and recommends promotional actions 
      concerning the disposition of obsolete, slow-moving, damaged, or 
      shop-worn merchandise. 
  
  4.  Assists customers, resolves customer complaints, and makes necessary 
      adjustments.  Maintains an aggressive customer relations program 
      within the departments or sections and assures efficient service. 
  
  5.  Responsibility for the control and security of inventory and cash. 
  
  6.  Trains assigned personnel emphasizing proper sales techniques, 
      courtesy, merchandise presentation, merchandise control systems, 
      preparation of required reports, housekeeping, and pilferage control 
      procedures. 
  
  7.  Performs other related duties as assigned. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

LABORER (NA-3502-1) 
  
  General 
  
  Performs a variety of light to moderately heavy manual laboring tasks 
  within a store stockroom activity. 
  
  Duties and Responsibilities 
  
  1.  Off-loads merchandise and supplies from incoming delivery trucks and 
      other conveyances.  Assist in unpacking merchandise and stocking 
      shelves according to specific instructions. 
  
  2.  Transports merchandise within the stockroom by hand, pallet jack, 
      dolly, hand truck, etc. 
  
  3.  Loads merchandise and supplies onto delivery vehicles according to 
      clear instructions. 
  
  4.  Performs limited price-marking of merchandise. 
  
  5.  Performs minor custodial duties to include sweeping floors, general 
      cleaning, picking up trash inside and outside, etc. 
  
  6.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under close supervision.  Receives specific instructions and does 
  not make decisions.  Supervisor frequently checks work. 
  
  Working Conditions 
  
  Work may be outdoors or indoors.  May be exposed to extremes in 
  temperatures, drafts, noise, dust and dirt.  May have to stand for long 
  periods on concrete follors.  Exposure to minor injury (bruises, cuts, 
  and scrapes). 
  
  Physical Effort 
  
  Light to moderate physical effort.  Frequently lifting and carrying 
  objects weighing 10 to 30 pounds.  Occasionally lifts up to 45 pounds. 
  Continually walking, bending, stooping and reaching. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

LABORER (NA-3502-2) 
  
  General 
  
  Performs a variety of manual tasks involving moderately heavy lifting in 
  unloading merchandise and supplies from trucks, washing and scrubbing 
  floors within the store/stockroom or other exchange facility. 
  
  Duties and Responsibilities 
  
  1.  Off-loads merchandise and supplies from incoming delivery trucks and 
      other conveyances.  Assists in unpacking merchandise and stocking 
      shelves according to specific instructions. 
  
  2.  Transports merchandise within the stockroom area by hand, pallet 
      jack, dolly, hand truck, or other equipment. 
  
  3.  Loads merchandise and supplies onto delivery vehicles according to 
      instructions. 
  
  4.  Performs limited price marking of merchandise. 
  
  5.  Performs custodial duties to include sweeping floors, general 
      cleaning, picking up trash inside and outside, etc.  May use a 
      variety of automatic machines for sweeping, washing and scrubbing 
      floors. 
  
  6.  Assists customers in handling and loading merchandise. 
  
  7.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  Follows oral and written instructions 
  and work schedule.  Supervisor reviews completed work to insure that it 
  is accomplished properly. 
  
  Working Conditions 
  
  Work may be outdoors or indoors.  May be exposed to extremes in 
  temperature, drafts, noise, dust and dirt.  May have to stand for long 
  periods on concrete floors.  Exposure to minor injury (bruises, cuts, and 
  scrapes). 
  
  Physical Effort 
  
  Moderately heavy physical effort required in frequently lifting and 
  carrying objects weighing 50 pounds and occasionally over 50 pounds. 
  Frequently pushes heavy merchandise, loaded carts, and dollies, etc. 
  Continually walking, bending, stooping and reaching. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

JANITOR (NA-3566-1) 
  
  General 
  
  Performs a variety of cleaning and related manual duties which are 
  related to the cleaning of facilities. 
  
  Duties and Responsibilities 
  
  1.  Washes, cleans, disinfects, deodorizes, and maintains restrooms in a 
      clean, orderly, and sanitary condition; replaces deodorizers, toilet 
      tissue, towels, and soap as required.  Reports plumbing stoppages and 
      other required repair work to supervisor. 
  
  2.  Sweeps floors and hallways, mops scrubs, waxes, and polishes floor 
      surfaces as required. 
  
  3.  Washes windows, walls, partitions and blinds, and empties ash trays, 
      waste baskets, and other waste containers. 
  
  4.  Replaces light bulb and cleans light globes, fixtures, etc. 
  
  5.  Maintains stock of restroom and janitorial supplies. 
  
  6.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Work under general supervision.  Follows simple oral and written 
  instructions.  Follows work schedule.  Supervisor checks completed work 
  as required to insure that it is accomplished properly. 
  
  Physical Effort 
  
  Light physical effort involved in using vacuum cleaners, dry mops, 
  lightweight scrubbers and buffers.  Continually standing, bending 
  stooping and reaching.  Occasionally lifts and carries items up to 20 
  pounds. 
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U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

WAREHOUSE WORKER (NA-6907-03) 
  
  General 
  
  Performs a variety of duties primarily physical in nature in the receipt, 
  storage and issue of merchandise and supplies in an activity stockroom. 
  
  Duties and Responsibilities 
  
  1.  Unloads merchandise from delivery vehicles.  Examines cases and 
      packages for indication of damage or pilferage and points out 
      discrepancies to supervisor.  Checks type and quantity of merchandise 
      received against receiving reports, transfer vouchers, truck load 
      lists, direct delivery tickets, open order invoices, or other 
      documentation according to specific instructions.  Enters each 
      delivery on a receiving log, stating number of cases received, 
      vendor, carrier, shipping document number, etc. 
  
  2.  Unpacks, segregates and stores merchandise in bins, on floor, or on 
      shelves according to specific identifying information or supervisor's 
      instructions.  May price-mark merchandise. 
  
  3.  Assembles and loads merchandise orders for delivery to main store or 
      branch stores, as directed. 
  
  4.  Maintains cleanliness and order in stockroom area. 
  
  5.  Performs stock counts and assists in the conduct of interim and 
      official inventories. 
  
  6.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under close supervision.  Follows specific oral and written 
  instructions.  Situations which do not follow established procedures are 
  referred to the supervisor for resolution.  Completed work is checked for 
  adequacy. 
  
  Working Conditions 
  
  Work is performed inside and outside.  May work in areas that are hot, 
  cold, damp, drafty, or poorly lighted.  May work in bad weather on open 
  docks.  Work is often dirty, dusty, and greasy.  Frequent exposure to 
  cuts, scrapes, and bruises, falls from ladders, or injury from materials 
  handling equipment. 
  
  Physical Efforts 
  
  Works on hard surfaces and in areas which require standing, stooping, 
  bending, and working in tiring and uncomfortable positions.  May be 
  required to work at a rapid pace for long periods.  Frequently lifts and 
  carries objects weighing up to 70 pounds and occasionally over 70 pounds. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

WAREHOUSE WORKER (NA-6907-05) 
  
  General 
  
  Performs a variety of clerical and manual duties related to receiving and 
  processing merchandise and supplies. 
  
  Duties and Responsibilities 
  
  1.  Receives merchandise, checks quantity received and unit sell prices 
      of merchandise received from warehouses, other branches, or vendors 
      against transfer vouchers, direct delivery tickets, open order 
      invoices, etc., as appropriate.  Enters each delivery on a receiving 
      log, stating number of cases received, vendor, carrier, shipping 
      document number etc. 
  
  2.  Records discrepancies or damaged shipments; initiates appropriate 
      corrective action and completes necessary documentation. 
  
  3.  Processes damaged/defective merchandise returned for repair or 
      replacement.  Maintains records and takes follow-up actions as 
      necessary. 
  
  4.  Assists in taking stock counts and conducting interim and official 
      inventories. 
  
  5.  Operates motor vehicles as required. 
  
  6.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  Supervisor makes oral and written 
  assignments that indicate work to be done.  Completes assignments 
  according to established procedures without specific instructions on 
  methods, procedures and techniques to use.  Supervisor is available to 
  answer questions on unusual matters and to handle specific problems. 
  Supervisor reviews completed work to insure that it was performed 
  properly. 
  
  Working Conditions 
  
  Work is performed inside and outside.  May work in areas that are hot, 
  cold, damp, drafty, or poorly lighted.  May work in bad weather on open 
  docks.  Work is often dirty, dusty, greasy.  Frequent exposure to cuts, 
  scrapes, and bruises, falls from ladders, or from materials handling 
  equipment. 
  
  Physical Effort 
  
  Works on hard surfaces and in areas which require standing, stooping, 
  bending, and working in tiring and uncomfortable positions.  May be 
  required to work at a rapid pace for long periods.  Frequently lifts and 
  carries objects weighing up to 70 pounds and occasionally over 70 pounds. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

SERVICE STATION ATTENDANT (NA-6955-3) 
  
  General 
  
  Pumps gasoline and performs general servicing of customers' vehicles. 
  
  Duties and Responsibilities 
  
  1.  Pumps gasoline in desired amount for customers; checks oil and water 
      levels and adds required amount; cleans windshield and performs other 
      services requested by customers such as checking tires, transmission, 
      battery, power-steering fluid, etc. 
  
  2.  Accepts cash or appropriate credit card in payment for products 
      sold.  May be responsible for change fund and cash receipts for 
      assigned pump island(s). 
  
  3.  Keeps working area clean and orderly.  Cleans and restocks restrooms, 
      checking periodically for cleaning and replacement needs. 
  
  4.  May wash and clean interiors of cars, and perform other work included 
      in a car wash. 
  
  5.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  Follows prescribed procedures in 
  pumping gasoline and performing other customer services.  Supervisor is 
  available to resolve problems with customers. 
  
  Working Conditions 
  
  Works primarily outside.  Subject to inclement weather and extreme 
  temperatures.  Danger of fire and explosion from gasoline fumes and 
  highly inflammable petroleum products. 
  
  Physical Effort 
  
  Active.  Standing, walking, and climbing on vehicles being service. 
  Light to heavy lifting in handling cans and drums or petroleum products. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

SERVICE STATION ATTENDANT (NA-6955-5) 
  
  General 
  
  Performs duties such as lubricating, changing oil, repairing tires, 
  replacing accessories, and performing other related work. 
  
  Duties and Responsibilities 
  
  1.  Lubricates vehicles according to specification, using hand or 
      compressed air-operated grease guns and oil sprays or cans.  Repacks 
      wheel bearings.  Drains and changes lubricants in crank case, 
      differentials and transmissions.  Replaces oil filters.  Checks brake 
      fluid, power steering, and automatic transmission fluid, adding as 
      necessary to maintain specified levels. 
  
  2.  Replaces accessories such as head lights, air filters, wiper blades, 
      and fan belts. 
  
  3.  Repairs or replaces tires.  Flushes radiators and installs antifreeze. 
  
  4.  Keeps service station area and equipment clean. 
  
  5.  Pumps gasoline for customers; checks oil and water levels and adds 
      required amount; cleans windshield and performs other services 
      requested; collects money for sales and makes change.  May be 
      responsible for change fund and cash receipts for pump island. 
  
  6.  May perform safety inspections on motor vehicles to insure that such 
      vehicles meet required Federal and State safety standards. 
  7.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  Follows prescribed procedures in 
  performing service work.  Refers unusual problems to supervisor. 
  
  Working Conditions 
  
  Works primarily outside.  Subject to all kinds of weather and extreme 
  temperatures.  Danger of fire and explosion from gasoline fumes and 
  highly inflammable petroleum products. 
  
  Physical Effort 
  
  Active.  Standing, walking, and climbing on vehicles and equipment in 
  checking oil and water.  Light to heavy lifting in handling cans and 
  drums of petroleum products. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

COOK (NA-7404-5) 
  
  General 
  
  Prepares and serves short orders and grill items. 
  
  Duties and Responsibilities 
  
  1.  Prepares and cooks to order various foods which require a short 
      preparation time, such as hamburgers, hot dogs, chops, steaks, 
      poultry, fish, bacon, eggs, pancakes, etc.  Adds seasonings to food 
      and regulates cooking temperatures. 
  
  2.  May assist in assembling, garnishing, and preparing for service a 
      variety of convenience foods, sandwiches, and salads. 
  
  3.  Insures compliance with fire, safety and sanitation requirements 
      within assigned working area. 
  
  4.  May serve customers during slack periods and provide work direction 
      to assigned counter attendants and/or food service helpers. 
  
  5.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  Receives assignments through oral or 
  written instructions.  A supervisor is available to answer questions and 
  see that the work is being done properly. 
  
  Working Conditions 
  
  Kitchens are often uncomfortably warm and noisy; at times, cooks are 
  exposed to steam, fumes, and odors from cooking.  There is a danger of 
  falling on floors that have been freshly mopped or where food has been 
  spilled; burns from steam and hot foods; and cuts from knives and 
  electrical machines.  Cooks are exposed to extremes in temperature 
  changes as when entering a walk-in refrigerator from the warm kitchen. 
  
  Physical Effort 
  
  Frequently lifts objects weighing up to 30 pounds (utensils, containers 
  of food, etc.); constant standing and walking; and occasionally lifting 
  of over 50 pounds. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

FOOD SERVICE WORKER (NA-7408-4) 
  
  General 
 
  Operates a food activity grill service. 
  
  Duties and Responsibilities 
  
  1.  Prepares limited grill items such as hot dogs, hamburgers, and 
      sandwiches.  May use deep fryer for prepared frozen items such as 
      french fries, onion rings, etc. 
  
  2.  Sells and/or supervises the sale of food items.  Orders, receives and 
      checks quantity and quality of food and supply items. 
  
  3.  Provides prompt and courteous service in accordance with established 
      policies and procedures. 
  
  4.  Prepares and maintains required reports pertaining to the food 
      activity. 
  
  5.  Opens and/or closes the facility.  Maintains responsibility for cash 
      fixed assets, and merchandise inventory. 
  
  6.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under minimum supervision.  If applicable, supervises assigned 
  employees in carrying out work in accordance with prescribed procedures. 
  Must use judgement in dealing with patrons.  Supervisor is usually 
  available to handle unusual problems. 
  
  Working Conditions 
  
  Danger of slipping on floors wet from mopping or where food or beverage 
  has been dropped. 
  
  Physical Effort 
  
  Active.  Standing and walking.  Occasional light to moderate lifting or 
  moving objects up to 45 pounds. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

FOOD SERVICE WORKER (NA-7408-2) 
  
  General 
  
  Serves a variety of beverage and food items from counters and steam 
  tables.  May also operate a cash register. 
  
  Duties and Responsibilities 
  
  1.  Serves salads, meats, vegetables, sandwiches, desserts and beverages 
      at a counter. 
  
  2.  Makes salads and desserts for serving line. 
  
  3.  Replenishes food at serving stations. 
  
  4.  May prepare and wrap sandwiches.  May wash, pare, and cut vegetables 
      and fruits. 
  
  5.  As required, collects money, rings sales on cash register, and makes 
      change. 
  
  6.  Maintains required level of sanitation and cleanliness of working 
      area. 
  
  7.  Sets up glasses, silverware, butter, condiments, salads, bread, and 
      cold beverages as required. 
  
  8.  May assist a cook, under close supervision, in preparation of grill 
      items during peak periods. 
  
  9.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision and follows work schedule, knowing what 
  steps or sequence of steps are needed to complete work.  Follows specific 
  oral or written instructions when changes or new assignments are made, 
  but must use some judgment in deciding that standards of sanitation, 
  attractiveness, timeliness, courtesy, etc., are met in serving and 
  portioning.  Supervisor observes the work and periodically checks to see 
  that it is done on time and according to instructions. 
  
  Working Conditions 
  
  Working areas are often uncomfortably warm and noisy.  Workers are 
  exposed to minor cuts, bruises, burns, and scalds.  There is danger of 
  slipping on floors which are wet from daily mopping, or where food or 
  beverage has been dropped.  Some workers are exposed to extreme 
  temperatures of the hot kitchen and walk-in refrigerator. 
  
  Physical Effort 
  
  Frequently lifting or moving objects weighing up to 30 pounds. 
  Constantly standing and walking.  Occasionally lifting up to 45 pounds. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 

FOOD SERVICE WORKER (NA-7408-1) 
  
  General 
  
  Performs a variety of manual tasks in a kitchen or dining area of a food 
  activity. 
  
  Duties and Responsibilities 
  
  1.  Assists in the preparation of foods by (a) paring, cutting, dicing, 
      chopping, washing, and/or cleaning vegetables and fruits, (b) opening 
      cans and cartons, (c) cleaning meats for roasting, (d) cutting meats 
      for stews, and (e) grinding meats for meat loaf, casseroles, etc. 
  
  2.  Makes coffee in urns.  Carries food from kitchen to steam tables and 
      sets up the steam tables as directed. 
  
  3.  Removes dirty dishes, glasses, and silverware from tables and serving 
      counters.  Mixes washing solutions and operates electric dishwashing 
      machines and/or washes dishes, glassware, pots and pans, and kitchen 
      utensils by hand. 
  
  4.  Cleans working area, utensils, and equipment; separates and removes 
      garbage; and mops floors and washes walls, windows, and tables. 
  5.  Replaces glassware, dishes and silverware and refills condiment 
      containers. 
  
  6.  May unload deliveries from trucks and store merchandise in designated 
      spaces. 
  
  7.  Performs other related duties as assigned. 
  
  Supervisory Controls 
  
  Works under general supervision.  After receiving initial instructions as 
  to how to do work follows prescribed steps.  Supervisor observes work to 
  determine whether it is performed properly. 

  
  Steam and heat from cooking and dishwashing often cause uncomfortably 
  high temperatures.  The area is usually noisy and there is danger of 
  slipping on floors where food or beverages have been dropped or which are 
  wet from daily mopping.  May be exposed to minor cuts and bruises.  May 

  
  Working Conditions 

  be exposed to extreme temperatures of the hot kitchen and walk-in 
  refrigerator. 
  
  Physical Effort 
  
  Frequently lifting or moving objects weighing up to 30 pounds and 
  occasionally lifts up to 45 pounds.  Constantly standing and walking. 
  

C-20 



Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAF 
STANDARD JOB DESCRIPTION 
BARTENDER (NA-7405-3) 

  
  General 
  
  Performs duties involved in the mixing and serving of beverages and 
  support services required for operating a bar.  The work requires the 
  ability to mix and serve alcoholic and non-alcoholic beverages, meeting 
  and conversing with the public, and to maintain the bar in a presentable 
  and sanitary condition. 
  
  Duties and Responsibilities 
  
  1.  Mix and serve beverages to order following established recipes. 
      Service is limited to common types of beverages such as beer, wine,  
      and a variety of liquor items.  Some pre-mixed beverages are served  
      such as daiquiris, whiskey sours, etc.; however, beverages which  
      require complex mixtures and/or following complex recipes are  
      not served. 
  
  2.  Responsible for recognizing intoxicated or unruly patrons and to 
      resolve the problem or seeks assistance if needed. 
  
  3.  Delivers drinks to waiters/waitresses or serves directly to patron. 
  
  4.  Maintains the bar and club in clean and sanitary condition.  Washes 
      glasses, utensils and other bar equipment.  May stack tables at close 
      of business and insure all perishable items are properly stored. 
  
  5.  Accepts money, operates a cash register and makes change.  Is 
      responsible for cash fund and security of merchandise.  Assures 
      sufficient stock is available and replenishes as necessary. 
  
  6.  Performs other related duties as assigned. 
  
  Supervision Received 
  
  Receives instruction concerning the proper operation of the bar either 
  orally or in writing from the supervisor.  In most instances will be 
  required to work independently and will be held responsible for the 
  proper operation of the bar during the scheduled tour of duty. 
  
  Physical Effort 
  
  Must walk or stand for prolonged periods of time.  Frequently handles 
  objects weighing up to 5 pounds, and occasionally objects weighing up to 
  40 pounds. 
  
  Working Conditions 
  
  Work is performed inside areas that are normally well lighted, heated and 
  have adequate fresh air.  May be exposed to the possibility of chapped 
  hands, bruises, and cuts. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD 
NAFA POSITION DESCRIPTION 
ACCOUNTING TECHNICIAN 

(AS 0525-___) 
  
  I.  Position Summary 
  
      The incumbent must have a through understanding of account 
      relationships within an extensive account structure.  Works without 
      detailed guidance by developing approaches and detailing work methods 
      which are required to complete assignments.  Recognizes situations in 
      which proper accounting treatment cannot be determined from available 
      guidance and refers these to the NAFA officer.  The incumbent is 
      responsible for maintaining a complete double entry accrual 
      accounting system for _____________ NAF activities which have total 
      annual sales of $____________. 
  
  II.  Duties and Responsibilities 
  
      A.  Employee must have a complete understanding of accounting 
          concepts and principles.  Adjustments to accounts must be made, 
          and various costs computed and allocated to proper accounts. 
          Employee traces discrepancies and identifies irregularities; a 
          large number of regular transactions and occasional 
          non-recurring transactions are handled. 
  
      B.  Audits the bi-weekly payroll; records and accounts for 
          withholding taxes, social security taxes, state taxes, and 
          retirement and insurance contributions; prepares tax deposits, 
          tax reports, balances pay records and prepares W-2 forms for 
          employees and W-4 forms for submission to the IRS. 
  
      C.  Supervises lower graded employees engaged in accounting 
          functions. 
  
      D.  Prepares checks for payment of invoices in a timely manner to 
          prevent loss of time discounts; reconciles monthly bank 
          statements; is responsible for cash transfers between local bank 
          and central bank facilities on a daily basis; assures accurate 
          recording of sales, cash receipts, and expenditures; reconciles 
          cash and balance sheet accounts. 
  
      E.  Reviews and records all accounts receivable data; must 
          occasionally adjust accounts receivable to correct charge errors. 
  
      F.  Posts and accrues all long-term accounts; prepares the schedule 
          for leave expenditures and salaries payable and posts to the 
          proper accounts. 
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  Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAFA POSITION DESCRIPTION 
ACCOUNTING TECHNICIAN (AS 0525-____) 

  
      G.  Prepares monthly worksheets reflecting the source of 
          discrepancies, takes corrective action to bring accounts into 
          agreement, proving the accuracy of accounts; prepares trial 
          balance on all accounts, balance sheet and income statements; 
          prepares statements, schedules, and monthly, quarterly, and 
          semi-annual reports for signature.  Assists and advises in the 
          preparation of the quarterly, semi-annual and annual budget 
          reports.  The employee must have knowledge of clearing accounts 
          and making all closing entries. 
  
      H.  Monitors personnel and other direct G&A expenses on a continuing 
          basis.  Works with activity managers and supervisors in 
          minimizing variance from budget. 
  
      I.  Monitors internal controls essential for safeguarding NAFA 
          assets.  Reports all regularities to the NAFA officer. 
  
      J.  Performs other related duties as assigned. 
  
  III.  Supervision and Guidance Received 
  
      The employee's immediate supervisor is the NAFA officer who is 
      available for assistance, consultation and resolution of complex 
      issues.  Incumbent normally accomplishes assigned tasks on own 
      initiative through application of sound judgment, skill and 
      technical knowledge.  The vast majority of work should require only 
      minimal review.  Procedural guides and mandatory procedures are 
      contained in Comptroller Manual (COMDTINST M7010.5), Volume VII, 
      Non-Appropriated Funds Activities. 
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  Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD 
NAFA POSITION DESCRIPTION 
ACCOUNTING TECHNICIAN 

(UA 0525-7) 
  
  I.  Position Summary 
  
      The incumbent must have a thorough understanding of account 
      relationships within an extensive account structure.  Works without 
      detailed guidance by developing approaches and detailing work methods 
      which are required to complete assignments.  Recognizes situations in 
      which proper accounting treatment cannot be determined from available 
      guidance and refers these to the NAFA officer.  The incumbent is 
      responsible for maintaining a complete double entry accrual 
      accounting system for ____________ NAF activities which have total 
      annual sales of $_____________. 
  
  II.  Duties and Responsibilities 
  
       A.  Employee must have a complete understanding of accounting 
           concepts and principles.  Adjustments to accounts must be made, 
           and various costs computed and allocated to proper accounts. 
           Employee traces discrepancies and identifies irregularities; a 
           large number of regular transactions and occasional 
           non-recurring transactions are handled. 
  
       B.  Audits the bi-weekly payroll; records and accounts for 
           withholding taxes, social security taxes, state taxes, and 
           retirement and insurance contributions; prepares tax deposits, 
           tax reports, balances pay records and prepares W-2 forms for 
           employees and W-4 forms for submission to the IRS. 
  
       C.  Supervises lower graded employees engaged in accounting 
           functions. 
  
       D.  Prepares checks for payment of invoices in a timely manner to 
           prevent loss of time discounts; reconciles monthly bank 
           statements; is responsible for cash transfers between local bank 
           and central bank facilities on a daily basis; assures accurate 
           recording of sales, cash receipts, and expenditures; reconciles 
           cash and balance sheet accounts. 
  
       E.  Reviews and records all accounts receivable data; must 
           occasionally adjust accounts receivable to correct charge  
           errors. 
  
       F.  Posts and accrues all long-term accounts; prepares the schedule 
           for leave expenditures and salaries payable and posts to the 
           proper accounts. 
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Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAFA POSITION DESCRIPTION 
ACCOUNTING TECHNICIAN (UA 0525-7) 

  
       G.  Prepares monthly worksheets reflecting the source of 
           discrepancies, takes corrective action to bring accounts into 
           agreement, proving the accuracy of accounts; prepares trial 
           balance on all accounts, balance sheet and income statements; 
           prepares statements, schedules, and monthly, quarterly, and 
           semi-annual reports for signature.  Assists and advises in the 
           preparation of the quarterly, semi-annual, and annual budget 
           reports.  The employee must have knowledge of clearing accounts 
           and making all closing entries. 
  
       H.  Monitors personnel and other direct G&A expenses on a continuing 
           basis.  Works with activity managers and supervisors in 
           minimizing variance from budget. 
  
       I.  Administers the personnel, employee benefit and consolidated 
           insurance programs within the unit NAFA. 
  
       J.  Consolidates activity budgets and prepares unit budget.  Reviews 
           budgets for realistic projections and recommends revisions that 
           reflect local economic trends and consistency with program 
           objectives. 
  
       K.  Monitors unit and activity financial trends from profit and loss 
           and balance sheet statements.  Determines causes for variances 
           from budgets and adverse trends.  Evaluates impact of variances 
           and adverse trends on unit and activity financial results and 
           recommends corrective action to the NAFA officer that is 
           consistent with sound financial management. 
  
       L.  Monitors inventory investment levels and control procedures. 
           Evaluates effectiveness of inventory management in accordance 
           with stock-to-sales and turnovers ratio guidelines.  Works with 
           activity managers and supervisors for maintaining balanced 
           inventory levels. 
  
       M.  Monitors internal controls essential for safeguarding NAFA 
           assets.  Reports all irregularities to NAFA officer. 
  
       N.  Performs other related duties as assigned. 
  
  III.  Supervision and Guidance Received 
  
        The employee's immediate supervisor is the NAFA officer who is 
        available for assistance, consultation, and resolution of complex 
        issues.  Incumbent normally accomplishes assigned tasks on own 
        initiative through application of sound judgment, skill, and 
        technical knowledge.  The vast majority of work should require only 
        minimal review.  Procedural guides and mandatory procedures are 
        contained in Comptroller Manual (COMDTINST M7010.5), Volume VII, 
        Non-Appropriated Funds Activities. 
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  Encl (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD 
NAFA POSITION DESCRIPTION 

OPERATING ACCOUNTANT 
(UA 0510-9) 

   I.  Position Summary 
  
      The incumbent must have a thorough understanding of account 
      relationships within an extensive account structure.  Works without 
      detailed guidance by developing approaches and detailing work methods 
      which are required to complete assignments.  Recognizes situations in 
      which proper accounting treatment cannot be determined from available 
      guidance and refers these to the NAFA officer.  The incumbent is 
      responsible for maintaining a complete double entry accrual 
      accounting system for _____________ NAF activities which have total 
      annual sales of $____________. 
  
  II.  Duties and Responsibilities 
  
       A.  Employee must have a complete understanding of accounting 
           concepts and principles.  Adjustments to accounts must be made, 
           and various costs computed and allocated to proper accounts. 
           Employee traces discrepancies and identifies irregularities; a 
    large number of regular transactions and occasional 
           non-recurring transactions are handled. 
  
       B.  Audits the bi-weekly payroll; records and accounts for 
           withholding taxes, social security taxes, state taxes, and 
           retirement and insurance contributions; prepares tax deposits, 
           tax reports, balances pay records and prepares W-2 forms for 
           employees and W-4 forms for submission to the IRS. 
  
       C.  Supervises lower graded employees engaged in accounting 
           functions. 
  
       D.  Prepares checks for payment of invoices in a timely manner to 
           prevent loss of time discounts; reconciles monthly bank 
           statements; is responsible for cash transfers between local bank 
           and central bank facilities on a daily basis; assures accurate 
           recording of sales, cash receipts, and expenditures; reconciles 
           cash and balance sheet accounts. 
  
       E.  Reviews and records all accounts receivable data; must 
           occasionally adjust accounts receivable to correct charge  
           errors. 
  

           agreement, proving the accuracy of accounts; prepares trial 

           preparation of the quarterly, semi-annual, and annual budget 
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       F.  Posts and accrues all long-term accounts; prepares the schedule 
           for leave expenditures and salaries payable and posts to the 
           proper accounts. 
  
       G.  Prepares monthly worksheets reflecting the source of 
           discrepancies, takes corrective action to bring accounts into 

           balance on all accounts, balance sheet and income statements; 
           prepares statements, schedules, and monthly, quarterly, and 
           semi-annual reports for signature.  Assists and advises in the 

           reports.  The employee must have knowledge of clearing accounts 
           and making all closing entries. 



Encl (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD NAFA POSITION DESCRIPTION 
OPERATING ACCOUNTANT (UA 0510-9) 

  
       H.  Monitors personnel and other direct G&A expenses on a continuing 
           basis.  Works with activity managers and supervisors in 
           minimizing variance from budget. 
  
       I.  Administers the personnel, employee benefit and consolidated 
           insurance programs within the unit NAFA. 
  
       J.  Consolidates activity budgets and prepares unit budget.  Reviews 
           budgets for realistic projections and recommends revisions that 
           reflect local economic trends and consistency with program 
           objectives. 
  
       K.  Monitors unit and activity financial trends from profit and loss 
           and balance sheet statements.  Determines causes for variances 
           from budgets and adverse trends.  Evaluates impact of variances 
           and adverse trends on unit and activity financial results and 
           recommends corrective action to the NAFA officer that is 
           consistent with sound financial management. 
  
       L.  Monitors inventory investment levels and control procedures. 
           Evaluates effectiveness of inventory management in accordance 
           with stock-to-sales and turnovers ratio guidelines.  Works with 
           activity managers and supervisors for maintaining balanced 
           inventory levels. 
  
       M.  Monitors internal controls essential for safeguarding NAFA 
           assets.  Reports all irregularities to NAFA officer. 
  
       N.  Conducts on-going internal audit program in accordance with 
           Enclosure (14) to Comptroller Manual (COMDTINST M7010.5), Volume 
           VII, Non-Appropriated Funds Activities.  Reports all findings 
           and discrepancies to the NAFA officer and recommends corrective 
           action. 
  
       O.  Develops financial strategy for keeping the unit NAFA in a sound 
           financial position that supports planned capital acquisitions 
           and improvements.  Prepares financial analysis forecast and cash 
           flow requirements and projections for major capital expenditures. 
  
       P.  Performs other related duties as assigned. 
  
  III.  Supervision and Guidance Received 
  
        The employee's immediate supervisor is the NAFA officer who is 
        available for assistance, consultation, and resolution of complex 
        issues.  Incumbent normally accomplishes assigned tasks on own 
        initiative through application of sound judgment, skill, and 
        technical knowledge.  The vast majority of work should require only 
        minimal review.  Procedural guides and mandatory procedures are 
        contained in Comptroller Manual (COMDTINST M7010.5), Volume VII, 
        Non-Appropriated Funds Activities. 
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  Encl. (53) to COMDTINST M7010.5, CH-16 
  

U. S. COAST GUARD 
NAFA POSITION DESCRIPTION 

CLUB MANAGER 
(UA 1101-____) 

  
  I.  Position Summary 
 
      Responsible for the operation and administration of all Club 
      Operations.  Identifies potential for improvement toward realization 
      of increased earnings and improved service.  Monitors gross profits, 
      inventory controls, cash accounting and control. 
  
  II.  Duties and Responsibilities 
  
       A.  Plans, directs and supervises the operation of the Clubs 
           including food preparation, dining room, bar or cocktail 
           lounges, special party catering and maintenance of adequate food 
           and beverage stock. 
  
       B.  Recommends changes in local policies and standard operation 
           procedures to improve operations to achieve the most efficient 
           and economical service including changes in equipment and 
           physical assets; establishes pricing and cost controls for each 
           phase of the operation; recommends changes and adjustments. 
  
       C.  Plans all food menus.  Determines product selection, 
           presentation and pricing, including insuring an adequate gross 
           profit margin and optimal product selection. 
  
       D.  Responsible for scheduling and supervising all activities at the 
           club including entertainment. 
  
       E.  Responsible for funds generated from all sources, their 
           collection, reconciliation, recording, safeguard and deposit as 
           directed by pertinent policies and procedures.  Insures that 
           policies and procedures for the control and accounting of cash 
           and other negotiable items are strictly adhered to. 
  
       F.  Responsible for the selection, and scheduling of employees, 
           evaluation of performance, initiation of formal personnel 
           actions, approval of leave and counseling. 
  
       G.  Trains employees in the full-scope of their duties and 
           responsibilities. 
  
       H.  Assists in the formulation of the food and beverage financial 
           program, and in the preparation of budgets and other 
           documentation reflecting the status of these operations. 
  
       I.  Is accountable for the security of cash, fixed assets, and 
           merchandise inventory. 
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       J.  Ensures compliance with fire, safety, sanitation and security 
           regulations; initiates work orders for repair and maintenance. 
  
       K.  Maintains good customer and employee relations and renders 
          courteous and efficient customer service. 
  
       L.  Performs other related duties as assigned. 
  
  III.  Supervision and Guidance 
  
        Incumbent normally accomplishes assigned duties on own initiative 
        through application of sound judgment, skill and technical  
        knowledge.  The vast majority of work should require only minimal  
        review by the NAFA officer.  Procedural guides and mandatory  
        procedures are contained in Comptroller Manual (COMDTINST M7010.5),  
        Volume VII, Non-Appropriated Funds Activities. 
  
  IV.  Additional Classification Criteria 
  
       A.  Complexity of Operations. 
  
           Average total sales per month ____________________ 
           Number of patrons (monthly average) i.e. those served __________ 
           Number of fulltime, parttime and intermittent in work force _____ 
  
       B.  Complexity of Activities. 
  
           Continuing Activities (i.e., concessions, vending, etc.)--list. 
           Special Activities (i.e., outside catering, professional 
           entertainment, bingo, banquets, etc.)--list. 
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RETAIL MANAGER 
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  I.  Position Summary 
  
      The incumbent orders, merchandises, and controls all phases of the 
      retail business.  The incumbent must have a thorough understanding of 
      retail business practices and is expected to exercise initiative in 
      attaining command goals and NAFA objectives.  Work includes 
      supervising of lower graded employees engaged in direct sales and 
      support functions in a full service exchange and package store 
      with _____ million dollars in annual sales. 
  
  II.  Duties and Responsibilities 
  
      A.  Directs and supervises employees engaged in price-marking, 
          display, and sale of merchandise; sets up the work schedules so 
          that adequate personnel are present at all times. 
  
      B.  Responsible for on-the-job training of sales personnel; 
          supervises assigned personnel in the performance of their duties 
          and responsibilities; prepares employee performance ratings and 
          recommends appropriate personnel actions. 
  
      C.  Contacts vendors to ensure timely stock replenishment of 
          merchandise orders. 
  
      D.  Supervises employees in taking periodic inventories, in the 
          maintenance and analysis of cost records and in the preparation 
          of reports and budgets incident to the operation of the retail 
          activity. 
  
      E.  Ensures that inventory control procedures are in effect. 
          Monitors stock-to-sales ratios and initiates corrective action 
          when ratio is high or trend is bad. 
  
      F.  Responsible for forecasting sales, selecting new items and major 
          buying programs.  Works with procurement staff on merchandise 
          purchasing activities and actual purchasing of certain 
          merchandise categories.  Coordinates with procurement staff to 
          insure regular stock replenishment. 
  
      G.  Supervises warehouse staff and provides direction on receiving 
          and stocking highest priority merchandise and allocation of 
          warehouse space according to dictates of season. 
  
      H.  Is accountable for the security of cash, fixed assets, and 
          merchandise inventory. 
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APPENDIX D 
Local Wage Schedules 

RETAIL PRICE COMPARISON SURVEY 
  
  1.  The NAFA system is designed to provide a service to the NAFA patron  
      by selling goods at or below the price at civilian retail outlets.   
      The goal of NAFA is to aggregately price items substantially below  
      the competitive civilian price but still achieve the performance  
      standards delineated elsewhere in this manual.  The model retail  
      price comparison survey in this enclosure is a listing of items that  
      can be used to determine price differentials.  Some of the purpose  
      of this survey are to: 
  
      a.  Provide a measure of customer service 
      b.  Substantiate the fairness of the pricing policy 
      c.  Identify units/areas for review 
      d.  Help improve public relations/NAFA image 
  
  2.  Model surveys (G-FRS.6246) have been developed for the major retail 
      activities (forms may be locally reproduced), i.e., main exchange  
      (figure 54-1), grocery (figure 54-2), and package store (figure  
      54-3).  It is suggested that these retail price comparison surveys  
      be completed in the first quarter of the NAFA fiscal year.  However,  
      it is mandatory that all large NAFA's (sales greater than one  
      million dollars) do some kind of retail price comparison survey each  
      year and submit a copy of the results to Commandant (G-FRS-1). 
  
  3.  Procedures for completing the model retail price comparison surveys  
      are generally self-explanatory, but an example of a completed survey  
      is enclosed in figure (54-2).  Points where further information may  
      be of value are as follows: 
  
      (a)  Insure that qualified people perform the survey; this is  
           particularly important for meats and produce. 
  
      (b)  Review each line for the information contained in the item  
           column.  Complete the full description column and identify the  
           actual best seller item to be used for the price comparison. 
  
      (c)  If another service commissary is used, include the surcharge  
           and indicate how much it is. 
  
      (d)  Five local stores should be surveyed.  Do not use more than one  
           store from the same company. 
  
      (e)  Price check only identical items, i.e., brand, size, weight, 
           contents, etc. 
  
      (f)  Total the price column for each store.  In the case of the  
           grocery survey, figure (54-2), the price for each line item  
           should first be extended by the Bureau of Labor Statistics  
           weighting factor shown, then totaled and posted at the bottom  
           of the respective columns. 
  
      (g)  Identify any competitors' items that are on a special  
           promotion.  The sale price is to be used in each case. 
 



Encl. (54) to COMDTINST M7010.5 CH-3 
28 DEC 1980 
  
  4.  When the survey has been completed, each column is to be subtotaled  
      by store and then grand totaled for each store (post the sales tax  
      and identify the items/categories that are taxable).  Do not include  
      the sales tax in the totals.  The NAFA activity total should now be  
      converted to a percentage of the competitors' total.  Results that  
      reveal little or no differential will require the following action. 
  
      (a)  Review the actual items surveyed to identify the specific  
           problem areas. 
  
      (b)  Review procurement practices, sources and cost prices for  
           problem areas and make appropriate changes. 
  
      (c)  Review the survey and identify those items that are higher than  
           the competition.  Study your markup policy to see if an  
           adjustment can be made to compensate for reducing the price of  
           this item.  One way of doing this without effecting your  
           earnings may be to raise the price of items that you are  
           selling far below the competitors price in order to achieve a  
           reasonable balance. 
  
  5.  The results of submitted surveys will be consolidated by  
      Headquarters.  This consolidated report can be used by NAFA's as a  
      point of reference.  The overall results will identify the potential  
      savings provided the Coast Guard patron in our NAFA system. 
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